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INSTALMENT CREDIT’S 
EDWARD J. FREY | 
} 


Small Business Loans * Finance Companies 





“‘Now—available — 
at all windows” 


reports 
MR. H. J. ROHLF 
Vice President 


Mercantile Trust Company 
St. Louis, Mo. 


Pre-packaged 


American Express Travelers 


“Pre-packaging makes American ExpressTravel- 
ers Cheques so quick and easy to issue, we now 


sell them at every teller’s window,” says Mr. 
Rohlf. 


“It’s another big step toward ‘one-stop’ banking 
—saves so much time for both tellers and cus- 
tomers alike. And because we have so many 
more outlets for issuing American Express 
Travelers Cheques, we have enjoyed a large 
increase in sales.” 


Thousands of bankers throughout the country 
are experiencing the same sales success, and 
building customer good will, too, with the new 
pre-packaged Travelers Cheques...another first 
by the American Express Company. 


How about your bank? You can order these 
handy packages by writing to Mr. Olaf Ravndal, 
Senior Vice President and Treasurer, American 


Express Company, 65 Broadway, N. Y. 6, N. Y. 


AMERICAN EXPRESS COMPANY 


TELLER’S SALES KIT. Handy sales 
kit contains eight different packages 
ranging in value from $50 to $1,000. 
Many banks have already placed a kit 
with every teller. 


ee 
JUST DATE—AND SELL THEM. 
All the teller need do is add date. Issu- 
ing pre-packaged American Express 
Travelers Cheques is about as easy as 
handling the equivalent in cash. 
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NO COUNTING—NO PAPER WORK. 
Teller reaches for right package — that’s 
all. Information once supplied by teller 
is now pre-printed on purchaser’s appli- 


cation form. 


AT EVERY TELLER’S WINDOW. 
Now every teller can handle American 
Express Travelers Cheques easily and 
profitably—helps your bank achieve im- 
portant increases in sales. 


MONEY ORDENS « CREDIT CARDS + TRAVEL SERVICE ¢ FIELD WAREHOUSING * OVERSEAS BANKING » FOREIGN REMITTANCES + FOREIGN FREIGHT FORWARDING 
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What To Do When the Client’s 
Business Is Too Good 


Do you have on your books a successful and growing com- 
pany whose rate of progress is exceeding its capital forma- 
tion? Is the company growing so fast that it is going be- 
yond your own willingness to advance funds, for legal or 
other reasons? 


Generally, in such situations, the business must apply 
the brakes to its healthy growth or loans must be made 
which are substantially above and beyond proper bank 
lending standards. No one likes to stifle this growth yet 
policy or legal reasons will require you to observe cer- 
tain limitations. 


There is a solution to this problem which is both con- 
structive and profitable. Simply call Commercial Factors 
Corporation. Through our factoring or accounts receiv- 
able financing services we will enable you to continue 
your relationship with your depositor, yet relieve you 
of all or part of the credit and financial risk involved. 
We will participate with you in a variety of ways. 


For details on our continuing relationship with 
banks write for our free booklet, “How and When Your 
Bank May Profitably Recommend the Services of Com- 
mercial Factors.” Address your letter to Walter M. 
Kelly, President. 


Commercial Factors Corporation 
One Park Ave., N. Y. 16, N. Y. +» MU 3-1200 


Established 1828 





From Where We Sit .. . . 


Consumer Credit and the Cycle 


T IS ONLY REASONABLE to expect that a period of ad- 
I justment and uncertainty should give rise to an 
impulse here and there to relate policies governing 
the extension of consumer credit to the successive phases 
of our economic cycle. And the quite obviously natural 
reaction to an existing or anticipated downward phase 
of the cycle is one of increased caution and a tightening 
of the reins, resulting in a general slowing of the pace 
of credit extension. 


That any inclination in this direction should be 
firmly resisted is the view of that staunchest of ad- 
vocates of consumer credit, Thomas C. Boushall, chair- 
man of the board of the Bank of Virginia, who addressed 
the ABA’s National Credit Conference of a few months 
ago. Said he on that occasion, ‘‘My emphasis today shall 
be on the need for each of you here to gain a more 
specific appreciation of the critical function consumer 
credit will play, first, in stemming present recessional 
tendencies, and then in building the economy to new 
and higher levels . . Consumer credit needs to be 
emphasized as assisting greatly in showing that com- 
mercial banking is a major bulwark of the free private 
enterprise system in a day when social pressures are 
strong toward an enlarging welfare state.” 


The speaker reminded his audience of an address he 
had made before the association’s Instalment Credit 
Conference of 1958, in the course of which he observed 
that a recession period was “the appropriate time to 
press for larger consumer loan volume that will stimulate 
buying of hard goods, of soft goods, and of services.” 
He made a strong case for the proposition that con- 
sumer credit portfolios can be so administered as to 
render them serviceable and sound in every kind of 
economic weather. But he also made it clear that the 
same sound administrative standards must obtain what- 
ever the phase or trend of the economic cycle may be 
at any given time. 


Among the many others of our bankers whose views 
on the subject constitute a well balanced appraisal of 
consumer credit as a factor in our economy is Edward 
J. Frey, president of the Union Bank and Trust Com- 
pany, Grand Rapids, Michigan, and Chairman of the 
ABA’s Instalment Credit Committee.* Said Mr. Frey 
in an address before the National Instalment Credit 
Conference held last month in Chicago, ‘‘The great 
American public and consumer are again exhibiting in- 
herently sound financial ability. They are paying their 
obligations, they are conserving their disposable in- 
come, and they are obtaining new types of stable em- 
ployment. This is also a great tribute to the American 
businessman’s ingenuity and resourcefulness.”’ 

The committee chairman, however, went on to point 
out that “‘credit losses, delinquencies, repossessions, per- 
sonal bankruptcies, have risen materially.’’ He des- 
cribed as “sobering’’ the increase in personal bank- 
ruptcy cases which last year numbered approximately 
100,000, and promised to increase to 125,000 in the 


*See cover and box at page 34. 
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current year. ‘“‘Most disturbing,’ he said, ‘“‘is the fact 
that personal bankruptcies are being recommended and 
encouraged in certain areas and by certain groups and 
individuals, including attorneys . . . This is a serious 
condition and one that could undermine the entire 
credit structure of our country if permitted to con- 
tinue . at 


Speaking before the same conference, Governor M.§, 
Szymcezak of the Federal Reserve Board dwelt at some 
length on ‘the lessons we have learned from develop. 
ments of the last five years.’’ Said he, ‘‘ Despite the 
generally good record of consumers in paying their debts, 
we have learned that not all consumers discipline them- 
selves adequately and that many will attempt to borrow 
more than they can service from their incomes. We have 
also learned that recessions may convert otherwise 
sound loans into at least temporary defaults. 


“We have learned that dealers that have sold re. 
course paper can go into bankruptcy, and that lenders 
can lose money on repossessions in a declining market. 
Many lenders have learned to their regret that inju- 
dicious promotion efforts may require a high refusal 
rate if a rise in delinquencies is to be prevented.” 


It seems to us that what these gentlemen are saying 
is that the practice of thrift and prudence in the man- 
agement of one’s financial affairs has lost none of its 
status as one of our more important economic virtues, 
notwithstanding a considerable amount of evidence to 
the contrary. And they would hold just as strongly that 
self-denial is a mark of strength of character rather than 
a manifestation of outmoded thinking, as many would 
have it. 

It is the exercise of thrift, prudence, and forbearance 
by borrowers in general that has brought consumer 
credit to its present great eminence as a successful lend- 
ing technique. Bankers adhering to a policy that gives 
due recognition to the importance of these qualities 
need have no fear of a downturn in the economy. Re- 
cessions will not be taken by them as signalling re- 
straint, but will rather be interpreted as indicating a 
need for an aggressive search for opportunities to put 
consumer credit to constructive use. 

The mistakes that have been brought to light in peri- 
ods of economic stress need, of course, never to have 
happened. They had their inception either in the for- 
mulation or in the implementation of policy, and bear 
little or no relationship to the nature of the times in 
which they occurred. 

There is no such thing as a good time for the violation 
of a sound rule. 


Editor 
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For some time now, bankers have been fill- 
ing the pipe lines with magnetically encoded 
checks. 


Where foresight provided sufficient lead 
time, the earliest attempts at encoding were 
on checks which have already been used 
and which never had to meet the machines. 
This had advantages, as it took time to learn 
how to conform to machine requirements 
for paper, printing and lithography. 


As the year 1961 progresses, more and 
more checks will meet the practical tests 
of mechanized check handling. 


The bold concept of the A.B.A. Committee, 
ingeniously implemented by the machine 
engineers, will become an ever growing 
reality. 


Our own months of learning and experi- 
mentation have resulted in a safety paper 
we can offer with assurance as the base 
for checks that are both safe and sortable. 


é 





safety paper for checks” 
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The Fire The City Authorized 


The City Treasurer in charge said that 
he didn’t mind when it happened, but 
he did require a precise record showing 
that it had happened. 


“Authorize the fire,” our agent assured 
him, “and we'll see to it that what goes 
up in smoke will be not only cancelled 
bonds and coupons, but a multitude 
of unnecessary costs and problems.” 


To a chance listener on the long dis- 
tance wire, this might have been a 
startling fragment of talk. The whole 
conversation, however, would have fas- 
cinated any banker who handles state 
and municipal obligations. 


For they were talking about a new plan 
worked out by Bankers Trust. It’s our 
answer to the unwieldy and expensive 
practice of making three complete 
audits and Verifications on municipal 


bonds and coupons: one by the New 
York agent, one by the local depository 
bank, and a third by the municipality. 


Details of this new plan are fully cov- 
ered in our booklet, Accounting and 
Cremation Procedure for the Obliga- 
tions of States and Municipalities. Its 
simple concept of direct accounting to 
the municipality is winning a lot of 
favorable attention. Those who have 
tried it find it both practical and eco- 
nomical—fiexible, too, because it’s easily 
adaptable to particular situations. 


You may have a copy of this booklet, 


just for the asking. It’s illustrated with 
examples that show how you can offer 
better service to public officials and, of 
course, produce more profits for your 
bank, if you handle such matters for 
your local municipalities. As a matter 
of fact, what seems to be a radical de- 
parture from ordinary custom is essen- 
tially the same as the straightforward 
procedures followed by business corpo- 
rations. But as far as we know, applying 
the idea to municipals is a completely 
fresh approach. Happily, the plan is 
now in print and in practice, and we 
believe you'll find it valuable reading. 


BANKERS TRUST COMPANY 


16 Wall Street, New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 


States and Mun, cipalities 
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CREDIT MARKETS 


Uses & Sources 

The total demand for funds in 1961 
| probably will be of “about the same 
' general magnitude”’ as last year, ac- 
cording to an analysis of the invest- 
ment outlook issued last month by 
" Roy L. Reierson, senior vice president 
' and chief economist of Bankers Trust 


= Co. 


On the one hand, the Bankers 
Trust study expects the -Treasury to 
_ be “heavily’”’ in the market for new 
' money in the latter part of the year. 
' For 1961 as a whole, the publicly- 
| held debt of the U. S. Government 
: and its agencies is likely to expand 
by an estimated $3.5 billion, a “sharp 
' reversal’? from the nearly $3 billion 
» reduction of last year. The bank also 
looks for an increase in both mort- 
gage and common stock financing as 
well as “‘some expansion’”’ in financ- 
ing by state and local governments. 


Business Requirements. On the 
other hand, says the study, the pro- 
spect of further inventory liquidation 
and some decline in capital expendi- 
tures suggests a smaller expansion in 
short-term bank loans this year and 
a decline in net new issues of corpo- 
rate bonds. ‘‘At the same time, the 
growth in open market paper and 
trade debt is likely to slacken con- 
siderably from the record proportions 
of a year ago.’’ Furthermore, ‘“‘con- 
sumers appear less willing to add to 
their indebtedness.” 


According to Dr. Reierson, ‘‘ample 
credit’? should be available to meet 
the financing requirements of 1961. 
“The current favorable trend of sav- 
ings is likely to continue (while) 
credit supplied both by the com- 
mercial banks and ‘other investors’ 
as a group this year is expected to be 
slightly less than in 1960.” 


Concludes the Bankers Trust 
study: “This investment outlook 
points to continued ease in the credit 
markets, at least for the time being. 
However . . underlying economic 
forces may be pointing toward higher 
interest rates later in the year.” 


* * * 


In another study, released at 
month’s end, Dr. Reierson called for 
early revision of the Federal Reserve 
Board’s Regulation Q, so that larger 
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ECONOMIST REIERSON 
Two notable studies. 


banks can make their new negotiable, 
interest-bearing certificates of deposit 
(BANKERS MONTHLY MAGAZINE, 
March 15) more attractive to corpora- 
tion treasurers. 


One solution “‘would be to establish 
a uniform ceiling rate on time deposits 
regardless of maturity, and to link 
this maximum ceiling rate to the 
average rate on the weekly issues of 
six-month Treasury bills. (Or) if it is 
not feasible to remove altogether the 
distinction between time deposits of 





INVESTOR EPPERT 
One notable week. 





shorter and longer maturities, the 
ceiling for the former may be tied 
to the average rate on each week’s 
issue of three-month Treasury bills. 
Obviously, the ceilings would have to 
be set higher than the Treasury bill 
rates, presumably by a fixed diffe- 
rential, if the banks are to bid for time 
money with some prospect of success.”’ 

Dr. Reierson notes that ‘‘by keeping 
the minimum size of the new cer- 
tificates at a fairly substantial amount 

say, $500,000 or more—(it) would 
ensure that these instruments would 
compete for corporate and other liquid 
funds and not for savings deposits. 
Hence, more flexible rates on time de- 
posits would not necessarily require 
changing the maximum rate permitted 
to be paid on savings deposits.”’ 

Dr. Reierson feels that if the new 
certificates are aggressively developed 
they could become ‘‘money market 
instruments of substantial size and 
possibly of far-reaching importance.”’ 


EXECUTIVES 


National Chairman 

Ray R. Eppert, president and chief 
executive officer of Burroughs Corp., 
was elected national chairman of the 
1961 Invest-In-America Week, which 
will be observed throughout the 
country April 30 through May 6. His 
election was announced by Frederic 
A. Potts, chairman of the permanent 
National Invest-In-America Commit- 
tee and president of The Philadelphia 
National Bank. 


Launched in Philadelphia 11 years 
ago, the Invest-In-America program 
is designed to encourage savings and 
investments of all kinds. As na- 
tional chairman, the 58-year-old Ep- 
pert succeeds Gardiner Symonds, 
chairman and president of Tennessee 
Gas Transmission Co. 


@ Roy L. Reierson, 54, chief economist 
(see above) of Bankers Trust Co., and 
William A. Morgan, 57, head of the 
bank’s trust department, were named 
senior vice presidents. Mr. Morgan 
also was elected a director to succeed 
Brian P. Leeb, 65, who becomes a 
director of New York Holding Corp., 
the proposed parent company of 
Bankers Trust and The County 
Trust Co. of suburban Westchester. 


@ W. F. Gaunitz, 56, is slated to be- 
come president of General Acceptance 
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PRINCIPAL MANAGING UNDERWRITERS 


OF NEW MUNICIPAL ISSUES IN 1960° 


Amounts in Thousands of Dollars 


Amount 
POGRG, IRIT Oe NOG, WIG. 6666.65.00 5,000. 1015 00's $588,525 
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Northern Trust Co. of Chicago.... ........- 116,185 
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First National Bank of Chicago............. 72,187 
Eastman Dillon, Union Securities & Co........ 69,275 
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Continental Illinois National Bank and 
Trust Gol GUiGGGO s:«.0:010 6s.5.6.6:6:8:5.00-45 60,042 
Marine Trust Company of Western New York. 58,237 
ar WN ice. 6:05: H66,0 0-0 ere acdiaie.o oe 56,496 
SINE AKENE, Ge PRUERIOE « 6.000 0.0.6. cinneee oes 53,058 
Security—First National Bank of Los Angeles.... 39,617 
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Equitable Securities Corp...........0eee005 34,305 
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Medonald & Company... ..csccsicsecce 33,202 
First National Bank of Memphis. ........... 25,322 
Wachovia Bank and Trust Company. ....... 24,328 
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Pe Ie a io nee scscccscnesaaecs 23,668 
First Western Bank & Trust Co., San Fran..... 23,481 
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National State Bank of Newark............ 21,940 
A. C. Allyn and Company, Inc............-. 21,016 
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*In co-managed issues the dollar amount of the issue is divided equally among the 
co-managers, but each co-manager is credited with one issue with respect to the 


number of issues. Source: Investment Bankers Association of America. 






Corp., large (gross receivables: $189 
million) diversified finance company, 
to succeed F. R. Wills, 65, who will 
step up to chairman but continue as 
chief executive officer. Mr. Gaunitz 
formerly was president of Associates 
Investment Co. 

@ Joe H. Davis, Lester C. Davis and 
Herman L. Scott moved up from vice 
president to senior vice president of 
The First National Bank of Memphis, 
Joe Davis, a senior lending officer, is 
in charge of the correspondent bank 
department; Lester Davis, also a 
senior lending officer, heads the bank’s 
business development department;and 
Mr. Scott, formerly cashier, is in 
charge of the operating division. 
The latter is now succeeded as cashier 
by James L. Thornton. 

@ Samuel C. Waugh, former head of 
the Export-Import Bank, was named 
Washington consultant to The Bank 
of New York’s international depart- 
ment. Mr. Waugh served as a govern- 
ment official in the field of interna- 
tional banking and trade throughout 
the Eisenhower years, was named 
chairman and president of ExIm 
Bank in 1955. Before going to Wash- 
ington, he was president of The First 
Trust Co. of Lincoln, Neb. 


LEGISLATION 


N. Y. & Ill. 

The New York State legislature 
quickly enacted a new banking law 
last month. A few days earlier, the 
New York banking picture had been 
thrown into confusion by a state 
Supreme Court decision declaring the 
controversial Omnibus Banking Act 
of 1960 unconstitutional on a tech- 
nicality. The new law, like the old 
one, allows New York City banks to 
open branches or merge banks in rich 
suburban Nassau and Westchester 
counties, and permits formation of 
statewide bank holding companies 
under state regulation. It also vali- 
dates all actions already taken under 
the 1960 law. 


Whether New /York’s_ banking 
law would be subject to further court 
action was not clear. 


Round Two. Meanwhile, the fight 
over branch banking in Illinois flamed 
into the open again with introduction 
of a new branch bill in the state legis- 
lature. The bill would permit estab- 
lishment of branches in the parent 
bank’s city or town and up to 16 
miles beyond the city limits. How- 
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new bank such a memorable occasion. 
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A Diversified Closed-End 
Investment Company 


First Quarter Dividends 
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67% cents a share on the 
$2.70 PREFERRED STOCK 
Payable April 1, 1961 


65 Broadway, New York 6, N. Y. 





For trends & developments 
of financial significance, bank- 
ers read 
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ever, with certain exceptions, no 
bank could open a branch within one 
mile of an existing bank. The measure 
would apply to banks anywhere in 
the state, a change from a 1959 bill 
that covered only the Chicago area. 

While the 1959 bill died in com- 
mittee, the new measure is accorded 
a somewhat better chance by most 
observers. A goodly number of down- 
state banks reportedly will come out 
in favor of branch legislation, adding 
their support to the power and pres- 
tige of Chicago’s Continental Bank 
and First National. However, the 
Illinois Bankers Association, tradi- 
tional opponent of branch banking, 
is again promising a fight. 

If the branch measure does pass 
the Illinois legislature, it must then 
be approved in a public referendum. 


FINANCE COMPANIES 
Share Surge 


Prominent among the _best-per- 
forming stock groups in_ recent 
months have been the finance com- 
panies. Most leading finance issues 
are now substantially above their 
1960 lows, and individual advances 
have run as high as 90 per cent 
(table). 


In general, those companies en- 
gaged primarily in the fast growing 


American Investment ........... 
Associates Investment........... 
Beneficial Finance ............. 
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General Contract 
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Household Finance............. 
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s-Also paid stock dividend. 


BOOM IN FINANCE 
Some Leading Issues on the NYSE 


COMPANY STOCKS 


Annual 
Dividend 





49.25 61.75 25.4 
100 22.37 4362 950 
2.80 49.37 78.50 59.0 
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140 30.62 41.75 36.3 
37.50 72.12 


1.20s 27.00 40.75 50.9 
2.60 46.50 57.87 24.5 
1.00s 20.12 28.00 39.1 

50 8.87 16.87 90.1 
1.80 44.75 81.00 81.0 






commercial financing field (Walter 
E. Heller & Co., James Talcott, Inc, 
Standard Financial) have fared some. 
what better, marketwise, of late than 
those whose major operations are in 
consumer finance. For one thing, the 
great postwar boom in consumer 
durables has leveled out. For another, 
auto finance companies experienced 
a substantial increase in credit losses 
last year, reflecting the general busi- 
ness decline and lower prices received 
on the resale of repossessions. 


New Avenues. However, the ef- 
fect of such. developments is being 
minimized by the industry’s notable 
success in diversifying. For example, 
C.I.T., largest of the independent 
auto finance companies, reports that 
as a result of its diversification pro- 
gram industrial and other non-auto- 
motive receivables increased $228 
million in 1960, easily offsetting a 
drop of $59 million in auto receivables 
outstanding. Similarly, Commercial 
Credit’s total outstandings rose dur- 
ing the year despite a slight decline 
in the automobile area. 

Among the personal loan con- 
panies, Household Finance has two 
pilot operations currently in pro- 
gress, “which are foreign to our 
present activities, to determine the 
feasibility of financing the purchases 
of widely divergent goods and ser- 
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Nineteen-sixty was another record 
year for Beneficial and its subsidi- 
aries. Earnings were at a new high 
of $24,662,633, the 16th consecu- 
tive annual increase since the end 
of World War II. 


Service to families from the stand- 
point of amount of loans made and 
outstanding loan balances at the 
year-end was at a new peak. The 
number of offices was increased 
by 77 including one in Melbourne, 
Australia, thus adding another 
country to the Beneficial Finance 
System — the world’s largest. 


Approximately 47% of the com- 
mon stock of Western Auto Supply 
Company was acquired during the 
year. Western Auto is a general 
merchandising organization with 
sales exceeding $250,000,000 an- 
nually. 
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Beneficial 


Reports for 1960 


« Record amount loaned to families 
« Earnings up for 16th consecutive year 


¢ Stock acquired in Western Auto Supply 
Company 


...@ BENEFICIAL loan is for a beneficial purpose. 


Beneficial Building, Wilmington, Delaware 

































HIGHLIGHTS 1960 1959 


$ 23,445,385 
$2.21* 








Net Income 


Net Income per Common Share 

















_$ 24,662,633 
$2.33 


















Cash Dividends per 











Common Share $1.00 $1.00 
Total Assets " $661,263,575 | $565,596,495 
“*Amount of Loans Made t $76,894,747 $773,877,411 
Number of Offices 1,287 1,210 










instalment Notes Receivable | $589,907,209 


(after deducting Unearned Discount) 





$554,371,946 





*Adjusted to give effect to 214% stock dividend paid January 30, 1960. 


**Principal only (unearned discount has been excluded). 





The information contained herein should be read in conjunction with the 
financial statements and notes appearing in the 1960 Annual Report to 
Stockholders. A Copy oF THE REPORT WILL BE FURNISHED UPON REQUEST. 


Finance Co: 











M. & T. DISCOUNT CORPORATION 


Dealers in Prime Bankers Acceptances 


61 BROADWAY NEW YORK 6, N. Y. 


Whitehall 3-4635 





Corporations place annual report, dividend notice and institutional 
advertising in BANKERS MONTHLY MAGAZINE 1) to help assure the 
availability of financing for present and prospective needs at the 
lowest possible interest cost, and 2) to help assure a strong fol- 
lowing for the company’s securities among professional investors and 
investment advisers. 





It Floats... 


No, we don’t mean Ivory Soap. 

We mean the working deposit a broker may carry with a banker. Any 
given amount of money that can multiply itself dozens of times over 
because of “float”. 

Good business for bankers? Of course. And good reason why they 
direct most of their brokerage business to depositors. But there could 
be others, too. 

For example, here at Merrill Lynch, we’ve geared ourselves to provide 
the finest service for banks we think you can find — almost anywhere. 


We can supply current quotes, specific security prices for almost any 
date in the past—or complete portfolio evaluations for estate 
purposes... 

We take legal transfers completely off your hands... 

We furnish a wealth of reports on business in general—on individual 
industries and companies—on stocks, bonds, and commodities . . . 
We can fill in your representatives on local business developments 
in thousands of communities through our 130 offices from coast-to- 
coast... 


For more details on these services—or any other particular facilities 
we may be able to place at your disposal—we’ll be pleased to arrange 
for a conference—at your convenience. 

Simply contact us in confidence, by writing to — 


ALLAN D. GULLIVER, Vice President 
Bank Relations Department 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members N. Y. Stock Exchange and other principal Stock and Commodity Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
142 offices in U.S., Canada and abroad 


Total assets in excess of $600,000,000 


First National City Bank last 
month began the job of moving 
into its spanking new uptown head- 
quarters building on Park Avenue. 
Target date for complete oc- 
cupancy of the 41-story sky- 
scraper is June 1. The bank's 
downtown headquarters—its le- 
gal head office—will of course 
remain on Wall Street. 


vices.”” Beneficial Finance, in a 
“significant and entirely new chap- 
ter’ in its diversification, last year 
acquired 47 per cent of the stock of 
Western Auto Supply Co. Many 
finance companies also have estab- 
lished important insurance subsid- 
iaries. 

Investors apparently feel that such 
diversification and the development 
of new loan techniques will enable 
the major finance companies to main- 
tain favorable rates of growth in | 
their volume. 


Welcome Ease. Meanwhile, the 
industry is currently enjoying mark- 
edly lower borrowing costs than a 
year ago. Interest expense is of 
course the industry’s biggest cost 
item, although the impact of recent 
money market developments on in- 
dividual companies will vary depend- 
ing on their mix as between bank 
loans, commercial paper and _ long- 
term debt. 

In general, finance company shares 
have been noted for their defensive 
characteristics, but several of the 
leading issues appear to _ possess 
above-average growth prospects as 
well. These stocks generally are of 

(Continued on page 44) 
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NCR PAPER SAVES MONEY. 








ial The price of NCR Paper is: often 
higher than forms with carbon, but 
| year its advantages far exceed any in- 
os of crease in price. 
any 
al your bank can NCR PAPER WON'T SMEAR. 
ibsid- = ; Extensive research has perfected a 
Save time and money paper finish which eliminates smear- 
: eal 7, . ing and smudging. Smearing due to 
deal by switching to a carbon paper is also eliminated. 
»nable NCR PAPER 
main- PREVENTS ALTERATIONS. 
th in Erasures on NCR Paper are dis- 
tinctly visible. This built-in protec- 
the tion makes it one of the safest papers 
senda available for bank forms. 
han a NCR PAPER SPEEDS HANDLING. 


is of Repeated testing proves the average 
, cost clerical worker can do 30% more work 
recent per day if he works with forms on 
on. in- NCR Paper! NCR Paper also saves 
pend- time and space lost in storing car- 
bank bon paper. 


long- 


eesill You must test NCR Paper yourself to fully understand its many ad- NCR Pp APER 
ensive | Vantages. Your local printer or forms supplier will be glad to provide 


f the | YOu with samples without charge or obligation. Call him today! Ome : ELIMIN ATES 
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improve taxpayer reporting of dividend and interest income on a voluntary basis, a 
program in which the financial community cooperated vigorously. But Kennedy men 
scoff at the voluntary approach. 

Advocates of withholding appear unconcerned about the fact that the Treasury 
would incur heavy expenses in administering such a program, to say nothing of the 
huge burden of extra paperwork that would be imposed on banks and other payers of 
interest and dividends. 

Nor do they seem impressed by arguments that many recipients of interest and 
dividends actually do not have to pay tax on such income. Not only does this mean 
that such recipients would be denied the use of their money for a time, it also 
means they would have to go through the red tape of obtaining refunds from the 
Treasury. (It's possible, of course, that small interest and dividend payments 
might be excluded from withholding, but that would involve obvious inequities, too.) 

An _interest-—dividend withholding proposal was decisively beaten (62 to 24) 
in the Senate last year. However, then-—Senator Kennedy was one of a group of 
liberals who voted for withholding. This year, with Administration backing, the 
measure will be very hard to defeat. 


The Administration also will move to repeal the 4 per cent tax credit on 
dividends. Last year, Senate—House conferees retained the credit after the Senate 
had voted for repeal. It's unlikely that the credit can be saved again. 


Rep. Abraham Multer (D., N. Y.) of the House Banking Committee has drafted a 
new bill to provide for a national system of mutual savings banks. The liberal 
Congressman says the bill will have bipartisan sponsorship in both houses, and that 
hearings are "certain." While the NAMSB supports such legislation, ABA has gone on 
record as "opposed in principle to the establishment of a federally-—chartered mutual 
savings bank system in any form." 

Rep. Multer also has introduced a bill to make the term of office of the 
Federal Reserve Chairman coincide with that of the President. Many see the proposal 
as an attempt to place the Federal Reserve under political domination. The present 
Fed Chairman, William McC. Martin, was named by former President Eisenhower to a 
new four-year term that does not expire until March 31, 1963. 


The Joint Economic Committee plans to continue its study of the government 
Securities market . . . ABA Vice President Sam Fleming has issued a point—by—point 
denial of a JEC charge that commercial banks are subsidized . . . Even the liberals 
how admit a business upturn is at hand, even though not a single piece of Adminis— 
tration emergency economic legislation has been enacted as this is written. 
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Continental's 
correspondent. .. 


you can add one of the broadest International Banking 
Departments in the country...without adding to your payroll 


Use Continental’s International Banking Depart- 
ment as your own...and gain access to some 
33,500 banking offices in the Americas, Europe, 
Near East, Far East—everywhere! Continental is 
literally a “world of banks.” Our large and expert 
staff is experienced in every phase of international 
banking, and stands ready to serve you and your 


CONTINENTAL 


customers in a host of ways. For instance: Informa- 
tion on foreign political and economic conditions, 
Commercial Letters of Credit, Export Collections, 
Foreign Exchange, Remittances, Credit Reports. 
And if you have a specialized need, we have the 
facilities to handle it. Your inquiry will be most 
welcome. Phone us at STate 2-9000, Chicago. 


ILLINOIS 
NATIONAL 


AND TRUST COMPANY OF CHICAGO 


Lock Box H, Chicago 90 
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SMALL BUSINESS LOANS 
FOR THE BEGINNER 


The Applicant Analyzes His Own Qualifications 


If we believe in the free enterprise system, says the author, then our ob- 
ligation is clear—to provide the qualified small business man with the credit 


he needs. 


And the point of beginning is an attitude that accords the fullest 


possible recognition to the views and aspirations of the applicant himself. 


By LLOYD MAZZERA 


Executive Vice President, Bank of America NT&SA 


ROVIDING full and adequate bank- 
ing service for small business is 
an implicit responsibility of the 

American banking system. We all 
know that a large bank has unique 
responsibilities, as well as opportuni- 
ties, for service that a small institution 
could not justifiably be called upon to 
provide. 

This is not an altruistic point of 
view. The maintenance, the strength- 
ening, the very existence of small 
business underlies the American phil- 
osophy of living. We have big business, 
too, and it may get bigger. But in the 
process of growth, big business creates 
the need and room for successful small 
business. 


Why the need? First of all, a small 
business provides an outlet for the 
man with ambition, a little money, 
and an idea. Second, it provides us all, 
consumers as well as larger business 
units, with a host of specialized goods 
and services. Third, the very presence 
of small business, with its millions of 
units dotting the main streets and in- 
dustrial areas of our country, creates 
the solid foundation of free enterprise 
on which our system is based. 


No Guarantee of Success 


The need for small business as an 
integral part of the American system 
does not in itself create the framework 
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San Francisco, Calif. 


which is conducive to the sound de- 
velopment of such business units. 
There are additional requirements or 
essentials. 


These are: 1) a favorable operating 
climate; 2) assistance from know- 
ledgeable business men and bankers, 
and 3) money. 

The existence or availability of these 
three essentials is not going to guaran- 





LLOYD MAZZERA 
“We begin with an attitude.” 


tee the success of any individual small 
business man, nor will any or all of 
them necessarily prove to be effective 
cures for specific ailments. Small busi- 
ness men are average citizens trying 
to get along. Some have capabilities 
that lead them to real success; the 
great majority enjoy reasonable suc- 
cess; the rest, unfortunately, flounder 
around with more failure than suc- 
cess. 


Looking at the first one, what does 
it mean to have a favorable climate 
in which to operate? It means the 
absence of special legislation limiting 
free entrance into legitimate endeav- 
ors; freedom from unfair and burden- 
some taxes and government inter- 
ference; and access to merchandise, 
raw materials, machines, and equip- 
ment on a nonrestrictive basis. This 
is the small business climate. It is big 
business climate, too. 


Many Ready to Help 


The second requirement is advice, 
support, and encouragement from the 
older brothers in the business world, 
as well as from the bankers. The en- 
trepreneur requires a lot of know-how, 
because business—almost any kind of 
business—is becoming more technical 
and complex. Who might help him 
and train him a little bit? His sup- 
pliers, his banker, and members of his 
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° 
local business community. More and 
more manufacturers, wholesalers, 
trade associations, and banks are de- 
veloping educational programs for the 
small business men. This is a pro- 
gressive step, and it deserves support, 
encouragement, and imitation. 


Bank of America has long been 
working to improve small business 
management through its Small Busi- 
ness Advisory Service established in 
1946. One illustration is our monthly 
publication, The Small Business Re- 
porter, which stresses small business 
management principles as they are 
best applied in various kinds of busi- 
ness. The Reporter informs our loan 
officers and helps them in their custo- 
mer counseling. 


Some representative recent issues 
have dealt with such topics as Three 
Dimensional Small Business Manage- 
ment, Business Discontinuances—Na- 
ture and Causes, Retail Store Owner- 
ship, How to Buy or Sell a Small 
Business, Household Appliance and 
Radio-TV Stores, Apparel Stores, 
Service Stations, and Contracting. 

The last major essential is money 
and here is where we come in. Money 
is our business. If we believe in the 
free enterprise system, then our ob- 
ligation is clear—-to provide the qual- 
ified small business man with the 
credit he needs. Now, how do we at 
the Bank of America go about making 
small business credit available? 


Attitude Always Shows 


We begin with an attitude. Of 
course, we have a policy, a program, a 
philosophy. But these are basic to our 
operation and not always obvious to 
the public. Our attitude, however, is 
always showing. Two major factors 
our history and our geographical dis- 
persion—govern Bank of America’s 
attitude toward small business. 


We started out almost 57 years ago 
as the little fellow’s bank. While we 
can and do serve big business, and are 
mighty proud of our record, small 
business gave us our start. We freely 
acknowledge our obligation to serve 
the qualified small business man. The 
widespread acceptance of our type of 
service has enabled us to expand our 
operations throughout California. 


We now have over 700 branches in 
the state, most of them in small rural 
communities, suburban shopping areas 
and big city neighborhoods. Of course, 
we also have large downtown financial 
district branches, which naturally 
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SANK OF AMERICA SMALE BUSINESS @ 


A straightforward presentation of 
the positive and negative aspects. 


handle big as well as small business. 
But we have hundreds of branches 
which serve small business predom- 
inantly. 

Every branch in our system, large 
or small, is able to bring complete 
banking facilities to the community it 
serves. 

In our organization, we have a 
number of types of credit that are 
used almost exclusively by small busi- 
ness men. Among these are: 


@ Accounts receivable financing and 
factoring. 

@ Automobile, appliance, and farm 
equipment flooring. 

@ Truck financing and flooring. 

@ Industrial equipment financing and 
flooring. 

e@ Commercial loans. 


e Real estate 
loans. 


@ Term loans to small business. 


@BANKAMERICARD (Bank 
Charge Account Plan) which pro- 
vides participating businessmen 
with immediate cash for their credit 
sales to customers with our charge 
account cards. 

@® Equity and loan financing through 
Small Business Enterprises, our 
wholly-owned small business in- 
vestment company. 


and modernization 


While these types of small business 
credit are absolutely essential, and are 
large in dollar volume (probably rep- 
re enting the greater part of Bank of 
America’s small business advances and 
credits), they are not the types of 
loans that are really representative of 


the small business;loan problem. Most 
of them are secured by some sort of 
collateral, usually inventory or equip- 
ment. Those small business men re- 
ceiving unsecured credit are eligible 
because their financial statement is so 
strong or their record so well known 
that security is not needed. 


The type of small business loan 
presenting the greatest challenge is 
that credit application with nothing 
to underwrite it except, perhaps, blind 
faith or personal judgment. These 
loan applications do not include secur- 
ity in the form of stocks, bonds, in- 
ventory, a guarantor, or even a 
“paper” net worth. 


The applicants themselves often 
do not even appear to have exper- 
ience or so-called proven ability as 
operators of a business. 

Yet these people have every right 
to aspire to going into business. They 
have every right to receive an honest 
consideration from their banker. They 
have every right to receive credit if 
they can show the soundness of their 
application. 


Policy Geared to Needs 


It’s a knotty problem. What can we 
do for the man, or woman, who is just 
starting out? Their hopes are high, 
and their bankrolls slim. It is at this 
point that the banker, at least in our 
organization, has to go right back to 
fundamental principles and start from 
there. Earlier, Bank of America’s 
small business attitude was mentioned. 
That attitude is always visible, while 
policy may be hidden away from pub- 
lic sight. 

But policy is important, and we 
have a loan policy that is published 
in a little handbook which describes 
the 59 services that we make available 
to all of our customers. It goes like 
this: 

Bank of America’s lending policy is 
to provide the soundest type of credit 
best suited to your needs—and to the 
needs of every individual and of every 
established business, no matter how 
large or small. If any man or woman 
of good character and proven ability re- 
quires money for any worthy purpose- 


for business or personal uses, no matter 


how specialized the need—Bank of 
America has, or will endeavor to pro- 
vide, the type of credit that will be most 
helpful. 


There are some key words in this 
statement worth talking about— 
“good character’ and “proven abil- 
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ity.’ As bankers, we understand the 
meaning of “good character;” and we 
do not have too much trouble explain- 
ing to a prospective borrower just 
exactly what that concept means. 


But when it comes to the words 
“proven ability,”’ there is a little more 
difficulty. While our lending policy 
statement speaks of ‘‘established busi- 
ness,” our lending is not limited just 
to firms in operation. We serve the 
man who is planning to start or buy 
a business through our term loans to 


small business. 

A term loan to small business is de- 
fined in our customer service booklet 
this way: 

Bank of America has a special loan 
plan for starting, buying, or expanding 
small businesses. These loans may be 
secured or unsecured—terms are geared 
to the income of the business. 


What of the Beginner? 


The key words here are “starting or 
buying’ a business. We may assume 
for a moment that the man who is ex- 
panding a business has proved his 
ability and developed an experience 
record that we can check. But what 
of the beginner who is planning to 
start or buy and who probably has 
not yet had a chance to demonstrate 
his ‘‘proven ability?” 

Is the beginner to be debarred be- 
cause he has not had ‘“‘experience?”’ 
Or is it up to us to develop a method 
for evaluating his proficiency and past 
activities in order to try to forecast 
his future performance rating? We 
think the latter course is the wise one 
to follow, and we try to do it this way 
in Bank of America. 


In our procedures for making these 
term loans to small business, the fol- 
lowing words appear: 


Antecedent background of _ several 
years, demonstrating integrity, resource- 
fulness, and desire and capacity for 
hard work . . . one year’s experience 
in this line of business or responsible 
position in a similar business or 
technical knowledge acquired in military 
service . . . sales ability or other qual- 
ifications necessary for particular ven- 
ture; also an appreciation of the funda- 
mentals necessary to intelligent man- 
agement. 

These are stipulations of the sort 
that any prudent lender is going to 
establish as qualifications for a cate- 
gory of borrowers who, to a great de- 
gree, will be lacking previous mana- 
gerial experience in the line of busi- 
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HIMSELF? We hear all kinds of 
answers to this ques- 


s and I think now is the time to start.” 
m't like my boss." "A fellow I met 


" Frankly, these answers aren't 
ob or boss he doesn't like, or who 





es tia success in business 
another important question... 


WHY IS THE INDIVIDUAL INTERESTED IN THE BUSINESS? Typical answers: 
; ; "I've been work- 
ng in t De business for yeurs and I feel I know it pretty 
well now." They tell me you don't need any spec xperience to succeed in the 
e business." "I hear that you can make money pretty easy in the 
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A monthly publication stresses small business management principles. 


ness in which they are interested. 


Having established this framework 
of policy and suggested procedure, 
we look to the lending officer for im- 
plementation. We would probably 
agree that the most difficult job that 
the lending officer faces is the analysis, 
in advance, of the managerial ability 
of a man whose capabilities he may 
not know, but who appears to be de- 
termined to go into business for him- 
self. 


Warmth Tempered by Responsibility 

This is indeed a difficult job. It 
calls for practice and experience, and 
a warm feeling for the hopes and 
aspirations of people, tempered by the 
banker’s realization of his own ulti- 
mate responsibility to make sure that 
every loan is sound for both parties, 
the borrower as well as the lender. 

The lending officer can never shift 
his responsibility for making a loan. 
It is up to him to make the loan or 
decline it; in our own organization, as 
in any bank, no one can force him to 


make a loan about which he may have 
doubts. But lending officers are not 
always infallible. Occasionally, bor- 
rowers secure credit which later proves 
not to have been justified on the basis 
of their ability to operate a business 
or to repay a loan. 


More often than not, ability to re- 
pay a loan is based on the general 
quality of the borrower’s business 
ability. This is a difficult area for the 
lending officer to analyze. We have 
given this problem of how to deal 
fairly with the would-be small busi- 
ness man a great deal of thought; and 
think we have developed an important 
aid to small business lending. 


Aid in Self-Analysis 

Instead of giving the banker an 
X-ray or a radar or a Geiger counter 
with which to detect ‘‘proven business 
ability” in the applicant, we are 
shifting part of that task to the ap- 
plicant himself. To aid in this process 
of self-analysis, we can provide the 
individual with a number of bank 
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publications that will be helpful to him 
in appraising his own personal apti- 
tudes, character, managerial talents, 
and financial resources, in the light of 
the requirements of the business he is 
entering. 

Of course, the lending officer still 
must stand ready to evaluate each 
case on the basis of his experience, 
and there will always be questions to 
pass between officer and applicant; 
but honest self-analysis by the ap- 
plicant will help both parties. 


The material we can provide covers 
much important ground. For instance, 


one publication is a straightforward 

presentation of the positive and neg- 

ative aspects of retail store ownership, 

including worksheets which help the 

individual answer important questions 

about money and qualifications. The 

text takes up these points: 

Why do you want to go into small 

business? 

Why do you want to go into the 
_________ business? 

What have you got to gain in small 

business? 

What have you got to lose in small 

business? 

What is a small retail business? 


SSUUHUUAEUEOUEGUADEGUAUOGEOUOGEOUOOEOUEGGGDEOUODOOUODEOUEOOOUEOOOOOUOOEOUOOU OOOO EU EOUED is 


GOVERNMENT 


e STATE + 
HOUSING AUTHORITY + PUBLIC REVENUE BONDS 
EQUIPMENT TRUST CERTIFICATES 
PUBLIC UTILITY « INDUSTRIAL & RAILROAD BONDS 
INVESTMENT STOCKS 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


MEMBERS 


New York Stock Exchange 
American Stock Exchange (Assoc.) 


48 Wall Street, New York 5, N. Y. 


ALBANY BosTON CHICAGO PHILADELPHIA SAN FRANCISCO HONG KONG 


MUNICIPAL 


Midwest Stock Exchange 
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What are the facts about retail suc. 
cess and failure? 

Why do some stores fail? 

Does small business face any unusual 
problems in California? 

What is retail know-how? 

How about money? 

How about your banker? 

What about you (character, person. 
ality, health, etc.)? 

Anything else (need for loyal support 
from wife, family, wholesalers, banker), 
It’s time for a decision. 


Worksheets cover these subjects: 
Personal financial statement. 

Family cost-of-living budget. 

Money needs—buying a small store. 
Money needs—starting a small store. 
Projected profit and loss statement— 
retail store. 

12-month cash budget—retail store. 
How do | measure up for retailing? 
How does _ measure up 
for retailing? 


Other reports cover operating prin- 
ciples and ratios for specific businesses, 
and numerous subjects on general 
management principles and problems, 
We want the individual to know what 
is involved. And, we make an active 
effort to inform him. We do not, of 
course, expect these booklets to solve 
all the loan officers’ problems in mak- 
ing credit available to small business. 
The personalized counseling and ob- 
jective analysis of the banker are still 
vital. We do think, however, that by 
providing the prospective small busi- 
ness man with yardsticks for self- 
measurement and self-appraisal, we 
can help him make up his own mind 
on the big question of going into busi- 
ness for himself. 


Applicant May Disqualify Self 


We feel that by using these self- 
measuring yardsticks, the applicant 
himself will see whether he should 
expect a bank to advance him credit. 
Following this self-analysis, the ap- 
plicant himself is in a position to dis- 
qualify the application. We believe 
this to be very important. The diffi- 
culties in saying ‘“‘no” to a loan re 
quest are well known. We must do 
everything we can to maintain good 
relations with the citizens of our com- 
munities—particularly when we are 
unable to accede to their wishes. What 
a better understanding when the loan 
is granted to those qualifying on the 
basis of their self-analysis! There 
should be no secrets between the 
banker and the business man. In ef- 
fect, it is a joint decision. Such ang 

(Continued on page 44) 
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inker), 


Bright April skies for the national economy, laced in the distance with 
threatening thunderclouds for the Federal budget, are pressing bond yields gradually 
a higher. Improved economic conditions portend rising demand for capital and credit. 


nent— Deterioration of the Government's fiscal position stirs investor fears of inflation 


and augurs an enlarged supply of Treasury issues. 
re. 


1g? 


re up Yields of Governments did not decline in the first quarter of 1961 despite 


Administration efforts to reduce long-term borrowing costs. Instead, prices of 
y prin- medium—term issues were about unchanged and long-term Treasury prices declined from 
vesses, f «yearend. Currently, Treasury issues due in more than five years are quoted somewhat 
eneral a 
blemnll below the levels prevailing last August. 
> what Market reluctance to follow the pattern widely predicted at yearend reflects 
active not only a change in investor expectations but also stock market strength and 
o institutional preference for equities. 
: mak Moreover, cautious views predominate on effects on the Government market 
siness. when Federal Reserve purchases of medium and long-term issues end. 
nd ob- 
re still The bond markets traced divergent paths in the first quarter. Comparative 
a stability for Governments contrasted with strength in the corporate market and a 
r sel-@ downturn in prices of municipals. 
al, we Scarcity of new corporate offerings spurred interest in utility and industrial 
1 mind bonds, although now the calendar of new issues is building up, suggesting that 
sts the rally will be followed by a reversal to higher yields. The municipal market 
has been beset not only by heavy dealer inventories but by an exceptionally large 
calendar of new offerings that extend through coming months. 
se self- Although prices of prime bonds may follow different trends for a limited 
plicant # time, historically the markets always move in unison over a longer period. 
— Underlying conditions now suggest that yields will continue to firm in all 
he ap§ Markets over months to come. 


dis- 
belied The Budget Bureau's revised estimate of the federal cash deficit for the 
e diffi} 1962 fiscal year beginning next July 1 is $4 billion. Assuming this is correct 
a (some observers consider it too optimistic) net Treasury cash borrowing in the 
n good Second half of 1961 may total about $8 billion. Including financing necessary to 
ircom-§ replace $1.5 billion tax anticipation bills due in September, $300 million 13s due in 
aa October and any attrition that may be experienced on refundings that carry rights, 
se loa total Treasury borrowing in the last half of 1961 may exceed $10 billion. 
on the§ Additionally, there will be very large refundings in August and November, and the 
There— debt managers doubtless will be considering additional advance refundings if 
conditions are appropriate. 
uch an In the current fiscal year ending June 350, the cash deficit is estimated 


at about $1 billion, and any additional needs by the Treasury for cash should be 
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covered by enlarged bill offerings. The current $293 billion temporary debt ceiling 
expires June 30, and must be immediately replaced by a new ceiling of perhaps as 
high as $300 billion. 
This month the Treasury is rolling over $2 billion of special one-year bills. 
Next month will bring refunding of $4.1 billion 33 per cent notes and 
$3.7 billion 4% per cent certificates due May 15, of which $4.5 billion are 
publicly held. Commercial banks hold about one-fifth of the maturing issues, and 
non—bank, non—corporate holders about one-third. Since the Treasury’s schedule of 
maturing issues is comparatively light in late 1962, and with memories of the 
success of its February cash refunding still fresh (an offering of 18-month 3is to 
replace $6.9 billion maturing issues was oversubscribed), the debt managers may 
decide to place another issue in the 17 to 20 month range. 


Federal Reserve policy may be on the threshold of a shift toward neutrality. 
Policy remained about unchanged in the first quarter of 1961, although average 
free reserves for reporting banks declined to about $500 million, compared with 
$750 million for November through January. 

Signs of a pickup in the economy, stock market strength, renewed investor 
inflationary psychology, an accelerated pickup in money supply at the rate of 4 per 
cent per year during January and February (compared with 1.5 per cent in the second 
half of 1960) all suggest that the authorities may soon be ready to temper efforts 
to build up bank deposits. Speed of the business recovery will, of course, deter-— 
mine the extent of policy changes. 


Commercial and industrial loans at banks in leading cities rose about $100 
million in the first quarter (a period when such loans usually decline seasonally), 
reflecting an improving business climate. 


Holdings of Governments, meanwhile, declined $640 million, following a jump 
of nearly $5 billion in the second half of 1960. 

Renewed strength in bank loan demand, combined with a very heavy volume 
of short-term Treasury financing in the under—one—year range which appears 
inevitable over the next nine months, could bring about rising short—term rates 
over the remainder of the year. The Federal Reserve would not interfere with 
rising yields and rates in an atmosphere of improving business conditions. 


The extremely heavy calendar of new offerings that depressed prices of 
state and municipal obligations in the first quarter is now slightly reduced, 
but dealer positions remain quite large. 

Liberally—priced issues continue to meet a good reception, however, as 
shown by the overwhelming demand that greeted the $100 million AA-rated Kentucky 
bonus bonds priced to yield from 1.60 per cent in 1962 to 3.75 per cent in 1990. 

A variety of large issues still await marketing, and with rising 
demand for long-term funds likely to coincide with a steady flow of major 
tax-exempt offerings later in the year, yields should remain firm. 


Moving in a reverse pattern to the tax-exempt market, the April calendar 
for new corporate offerings is extremely heavy, after a virtual scarcity of prime 
new issues in the first three months of the year. Both industrial and utility 
offerings are prominent in the seasonal financing upturn, and the trend seems 
likely to persist over nearby months. 

This could mean gradually lower prices after the brisk rally earlier in the 
year. 
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Their knowledge of A-BD-PR can help 
your bank’s eT Oowtnh. The experience of our Harris 


specialists in advertising, business development, and public 
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New RECORDAK DACOM 


translates computer language 


at speeds up fo 20000 characters 


FROM COMPUTER TAPE DIRECTLY TO RECORDAK 


Name derivation of Recordak DACOM System— DAtascope Computer Output 
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| The Recorpvak DACOM System delivers incred- 
ible printout speeds which equal or exceed com- 
puter speeds . . . provides indexed microfilm 
records which are much easier to file and use. 


First, let’s consider theimportanceof the RECORDAK 
DACOM 6ystem as a Print Out Medium. 


ye Into plain English | 3 Its great advantage in speed over mechanical 


printers turns lag time into productive time, allows 
rs J a more continuous work flow. And its increased 
per Ss econd é — versatility gives you still greater return on your 
| investment in electronic computers. Look at just 
7 ~=soone: example of how the Recorpak DACOM 
System can be applied to banking operations: 


It optically combines computer data with any office 
form design . . . gives you, for example, a complete 
customer statement on a single film image. Paper 
facsimile copies of exceptional clarity can be pro- 
duced at high speed from your microfilms by 
photographic and other rapid copying methods. 


Graphic Arts quality 


Along with increased speed and versatility, the 
EN MICROFILM , DACOM System provides graphic arts quality in 

; any type style you select. Look at DACOM film in 
a Recorpak Film Reader and you'll find it hard 
to believe that the images produced from invisible 
pulses on magnetic tape are even sharper than the 
type on this page. 


How Recorpak DACOM System simplifies 
data storage and speeds reference 


e The decoded information from as many as e7ght 
2,400-ft. reels of magnetic tape can be recorded on 
a single 100-ft. roll of 16mm Recorpak Microfilm. 
e RecorpaAk Microfilms (inserted in magazines) 
can be “‘finger-tip”’ filed at convenient reference 
stations. Any record out of millions viewed in 
seconds in REcorpAak LODESTAR Film Readers. 
Compare with the time lost now searching through 
voluminous paper records. 

e Duplicate rolls of Recorpak Microfilm can be 
made quickly for multiple reference stations or for 
off-premises security storage. 


Learn how the Recorpak DACOM System 
may be applied to your routines 


Write for interesting details on the programming 
of the REcorpAak DACOM System in banking 
operations. Recordak Corporation, 415 Madison 
Avenue, New York 17, N.Y. 





SRECORDRK’ 


Microfilmer. DACOM is a trademark. (Subsidiary of Eastman Kodak Company) 
originator of modern microfilming 
—now in its 33rd year 
ZINE IN CANADA contact Recordak of Canada Ltd,, Toronto 
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A New Look at 


Specialized Finance Companies 


A former bank loan officer 
sees in the bank-finance com- 
pany relationship many op- 
portunities for mutual service 
and profit with all the safety 
that excellent performance, 
wide diversification, ample 
capitalization and conserva- 
tive management can afford. 


By D. C. W. WARD, JR. 


Vice President Standard Financial Corporation, 
New York, N. Y. 


HIS ARTICLE is written from the 
perspective of one who has par- 
ticipated in the bank-commercial 

finance company relationship from 
both sides of the desk; first as a 
senior vice president* of a bank hav- 
ing extensive dealings with finance 
companies, and more recently as a 
vice president of a commercial finance 
company whose work brings him into 
frequent contact with banks. He has 
found the shift from one side of the 
desk to the other vastly educational, 
and hopes by means of this article to 
pass on to his former colleagues in 
banking some of the learning thus 
gained. 


The relationship between lending 
banks and borrowing finance com- 
panies is daily becoming more im- 
portant to both. Far from heavily 
competing with banks, as has been 
commonly supposed in the past, 
specialized finance companies are to a 
large extent dependent on them. The 
relationship, in reality, is that of a 
working partnership. 


For the purposes of this article, 
specialized finance companies may be 
regarded as belonging to three main 
classifications, each with distinct char- 
acteristics of its own: 

1. Sales finance, specializing in retail 
instalment paper and related whole- 
sale financing. 

. Personal loan companies. 
. Commercial finance companies en- 
gaged in accounts receivable fi- 

*Prior to joining Standard Financial, Mr. Ward 


held that office in the Union Trust Company of 
Maryland, Baltimore. 
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nancing, financing of time-sales paper 

on industrial equipment, and factor- 

ing. 
All three types are usually categorized, 
perhaps not wisely for bank credit 
purposes, as specialized finance com- 
panies. 

As bank officers are generally aware, 
there has been a considerable overlap- 
ping of activities in these three fields 
in recent years. Many of the sales 
finance companies have found the 
personal loan business to be a logical 
adjunct to their sales finance business, 
and vice versa. Some of the com- 
mercial finance companies have found 
it feasible and profitable to finance 
sales. And most of the old-time factors 
have found commercial finance a 
natural addition to their field. 


Retailers of Credit 


The specialized finance industry re- 
gards itself as a special service agency 
for the banks. In its particular fields, 
it is a retailer of credit while the banks 
are wholesalers. Together, they pro- 
vide for the financing and banking 
needs of trade and industry as well as 
the users of their services and pro- 
ducts. As it sells more, business has to 
finance more. Sears Roebuck & Co. 
increased sales by $1.87 billion or 75 
per cent from 1948 to 1959, and more 
than half of the increase was fi- 
nanced by instalment contracts. 


The specialized finance industry is 
the largest private borrower from com- 
mercial banks, having accounted for 
about four per cent of all bank busi- 
ness loans in 1960. It will be helpful in 
projecting the future of this relation- 
ship to trace it back to its beginnings. 


The specialized financing companies 
found it necessary for a time following 
their inception to rely on their own 
funds. As time went on, however, they 
were able to negotiate bank loans 
secured by the notes of their bor- 
rowers. The expansion of this practice 
led to the development of the collateral 
trust note system, which lasted 
through the 1920’s and 1930’s. 

As they grew and became more 
seasoned, the larger companies began 
to seek unsecured credit. They had 
developed elaborate statistics proving 


that finance receivables were safe; 
that they showed a high degree of 
diversification and a low ratio of de- 
linquencies. Through the worst of the 
depression years, finance company 
performance had been excellent. Col- 
lateral trusts, moreover, were expen- 
sive, not only in terms of the fees in- 
volved, but also because they entailed 
a heavy load of clerical work. 


Banks first set a minimum of 
$5,000,000 on the net worth of the 
finance company eligible for unsecured 
loans, but that minimum has been 
steadily lowered, and all except the 
very small companies are now able to 
borrow on an unsecured basis. Lines 
of credit are established, and while 
such a line does not constitute a 
legally enforceable commitment, it is 
nevertheless a moral one. It amounts 
to a promise, payment for which takes 
the form of compensating balances 
and a punctiliously maintained credit 
file. 

After World War II, bank loans 
were supplemented by commercial 
paper as a source of short-term funds, 
and finance companies found their 
paper increasingly salable in the open 
market. While commercial banks have 
not been large buyers of this paper, it 
has been a favorite outlet for corporate 
and private funds. Even State Treas- 
urers have invested their surplus funds 
in this medium to the extent of bil- 
lions of dollars a year. 


Long-Term Debt Increasing 


Since 1946, finance companies have 
been making increasing use of long- 
term debt. This can be seen in some 
figures developed by Theodore H. Sil- 
bert, president of Standard Financial 
Corporation, in a recent study of the 
specialized finance industry. The fig- 
ures indicate that of the total funds 
employed by the four largest sales 
finance companies in 1953, 22 per cent 
was long-term debt. At the end of 
1960, the comparable figure was 38 
per cent. 


Of the total funds employed by the 
four largest personal loan companies 
in 1953, 40 per cent was long-term. At 
the end of the 1960, the percentage 
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LOOK TO THE LEADER 
---in Field Warehousing 
when Collateral is a Problem-yet inventory is an asset 
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was 44 per cent. The five largest com- 
mercial finance and factoring com- 
panies showed the same trend. 
By long-term obligations, 
things are usually meant: 
1) senior debt, which is on the same 
footing as short-term credit except as 
to maturity; 2) subordinated deben- 
tures; 3) capital notes. 


Why have the finance companies 
tended to drift away from short-term 
bank credit and into long-term obli- 
gations? For this there are several 
reasons. First, the excellent record of 
the finance companies easily qualified 
their long-term notes and debentures 
as a sound investment. So the finance 
companies issued more and more of 
these. 


Second, many banks do not have 
the money, within the limits imposed 
by law, to take care of the expanding 
needs of this industry. The aggregate 
legal limit of the country’s 50 largest 
banks at the end of 1960 was about 
$840 million, as compared with the $10 
billion senior borrowing power of the 
country’s 100 largest finance com- 
panies. 

Finally, money market conditions 
have not been conducive to expanding 
finance company lines of credit at 
their banks. However, this situation 
will doubtless undergo correction as 
conditions change in the money mar- 
ket. This latter is particularly true 
with regard to commercial finance and 
factoring companies. These liquidate 
four to six times a year, and hence are 
perfectly adapted to the use of short- 
term funds. 


By far the largest share of the 
specialized: finance industry’s growing 
percentage of long-term debt has been 
placed privately. Insurance com- 
panies, profit sharing and pension 
funds, etc., have become an increasing- 
ly important market for both senior 
and junior obligations of finance com- 
panies. More recently, a number of 
both senior and subordinated note is- 
sues have been sold to the investing 
public, which, by the way, has shown 
a gratifying interest in finance com- 
pany common stocks, as well. 


Since most of the income of banks 
is derived from commercial loans, and 
since the specialized finance industry is 
the largest borrower in the commer- 
cial loan portfolio, it would obviously 
be in the best interests of both in- 
dustries to seek out new opportunities 
to expand this relationship; and not 
the least of the advantages thus gained 
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three 





D. C. W. WARD, JR. 
Needed: a closer relationship. 


will flow from a commensurate 
strengthening and stabilization of our 
economy as a whole. 


A Diversified Risk 


While finance companies maintain 
conservative ratios, their relatively 
large borrowings could readily give 
rise to misgivings about a possible un- 
due concentration of risk. After all, a 
single category of customers that ac- 
counts for four per cent of all the 
business loans of commercial banks 
adds up to an exposure of some mag- 
nitude. But the truth of the matter is 
that, by their very nature, obligations 
created by the specialized finance in- 
dustry constitute the most diversi- 
fied risks that a bank can place on its 
books. 


When, for example, a commercial 
finance company lends against $250,- 
000 of manufacturer’s accounts, that 
transaction, far from being a con- 
centrated risk, rests on the financial 
responsibility of the hundreds of 
debtors involved. By the same token, 
the $250,000 of consumer instalment 
paper carried by a finance company 
for an appliance store might easily 
constitute a thousand individual con- 
sumer credit risks. 


If no single manufacturer or re- 
tailer owes more than about 10 per 
cent of this total’ of $250,000, the 
finance company feels that it is rea- 
sonably free from concentration. The 
ordinary single-name note, in short, is 
not to be confused with that of the 
specialized finance company client 





whose debt may be covered by 25 
signatures, supported, in turn, by 
2,500 names or more, each having its 
desirable credit characteristics. 


Receivable Loans Meet Test 


In the case of accounts receivable 
financing, moreover, a typical loan 
may be outstanding less than 45 days, 
rather than 12 to 36 months; and the 
amount financed may not exceed 8( 
per cent of the value of the receivables 
securing the loan. 


In addition, there are careful and 
complete auditing procedures by which 
the exact status of each client and 
each receivable is verified. A further 
degree of diversification lies in the 
fact that finance company paper 
originates in a wide variety of com- 
panies and industries, with the amount 
going to any one of them _ usually 
representing a small percentage of the 
total. 


But the final acid test of quality is 
the loss ratio, and the average loss of 
less than one-quarter of one per cent 
experienced by well managed com- 
panies on this type of paper compares 
favorably with that of better known 
and better understood instalment 
sales and personal loan company 
paper. 

The lending activities of specialized 
finance companies also include the 
financing inventories and income pro- 
ducing industrial equipment. New and 
movable equipment such as drink dis- 
pensers, laundry machines, aircraft, 
cranes, etc., are financed on a secured 
basis at conservatively depreciated 
values, with full recourse. Used or less 
portable equipment, such as machine 
tools, are appraised for loan purposes 
at forced liquidation levels which are 
lower than the normal selling price of 
such equipment in the open marke . 


What Loan Ratio? 

In view of the foregoing, it would 
appear to this former bank loan of- 
ficer that banks might well entertain 
the idea of granting to specialized 
finance companies a larger ratio of 
lines to net worth than has been the 
rule in the past. Having established 
the integrity, ability, and honesty of 
the management, and taking into 
consideration the fact that finance 
companies have no important liabil- 
ities senior to bank credit, the use of 
collateral or rediscount arrangements 
might well be regarded as archaic. 


As a consideration in the evaluation 
of accounts receivable and factoring 
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business, for example, the volume of 
accounts financed is given undue 
weight, while relatively more attention 
should be given, first, to an examina- 
tion of the type of accounts involved 
and the kind and quality of goods on 
which they are based. The questions 
of dilution and returns should then be 
given careful scrutiny. Reliance should 
be placed, for the most part, on 
liquidity and the presence of seasoned 
and experienced personnel. 


What Ratio to Cash? 


This former bank loan officer would 
also relate all finance company ratios 
to average cash outstanding, and this 
rule is particularly applicable to a 
well diversified operation. Banks have 
aright to insist that the lines of credit 
and line ratios be based on finance as- 
sets only, and that items placed “‘be- 
low the line’”’ on the balance sheet be 
counted as extraneous assets. 


As observed earlier in this article, 
the best of all possible reasons for 
strengthening and expansion of the 
relationship between the country’s 
banks and its specialized finance 
companies lies in the fact that it will 
enable all of the interests concerned 
to better meet the increasing needs of 
our expanding economy. We find that 
one-third of our commercial banks 
today engage in wholesale lending to 
finance companies. But many of the 
smaller banks, while occasional pur- 
chasers of commercial paper, are not 
as active in this field of lending as 
they might be. 

The officers of our larger banks can 
do much to alert their correspondent 
and other banks to the need and im- 
portance of developing, as a matter of 
self interest, a closer relationship be- 
tween specialized finance companies 
and themselves. Of no small conse- 
quence to the banks participating in 
such a relationship are the balances 
which these companies are able to 
maintain with them in consideration 
of the lines of credit extended. This is 
an attraction that is quite definitely 
lacking in commercial paper. 


Good Business for Banks 


The largest banks in the leading 
cities are making substantial lines of 
credit available to finance companies 
and do not have to be told about its 
advantages. And it is quite under- 


standable that many of the two-thirds 
of our banks that may not make un- 
secured loans in an amount exceeding 


$15,000 or $20,000° would feel that 
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finance company lines are not for 
them. Yet, within the moderate sized 
and fairly well capitalized banks there 
are hundreds, perhaps thousands, that 
could make profitable use of finance 
company loans and deposits and are 
foregoing such use for no good reason. 


An idea of the truly mutually bene- 
ficial results flowing from a relation- 
ship in which the bank and finance 
company respectfvely function as 
wholesalers and retailers of funds may 
be gained from the experience of our 
own company. In 1960 we paid our 
banks $1,655,881 in interest income, at 
the same time maintaining average de- 
posit balances of about $10 million; 
whereas our earnings before taxes 
amounted to $2,649,000, or about 6 
per cent on the average amount of 
cash outstanding. 

Again looking at it from the stand- 
point of a former bank officer, it seems 
that the cost incurred by the bank in 
servicing our loans must have been 


very small as compared to the cost of 
employing these same funds in thou- 
sands of transactions with hundreds 
of clients over the year. Banks not 
only had the protection of our $22 
million in capital funds, but, as whole- 
salers of the funds placed at our dis- 
posal, earned practically the same rate 
of return that came to us as retailers. 
True, the bank’s interest income 
shown above is gross, while the finance 
company’s return cited is net (before 
taxes). But the spread between the 
banker’s net (which every bank must 
calculate for itself) and the finance 
company’s net is probably small in- 
deed. 


For purposes of comparison, it 
would appear that a bank’s direct 
lending business under any sound 
system of accounting, would probably 
have to gross at least 10 per cent per 
annum on average cash outstanding, 
in order to compare favorably with its 

(Continued on page 46) 


COMMUNICATIONS 


At times we are prone to say that 
communications are lacking, when 
what we really mean is that they 
are lacking in effectiveness. They 
may, in fact, be voluminous, but if 
they are directed to an audience 
that is not receptive they pack no 
punch...create no impact. In other 
words, communications are often 
just so much verbiage if they are 
poorly timed. 


In mass communications such as 
advertising, impact is felt only by 
a few people at a time. Therefore, 
awakened interest is gradual... and 
thus we justify repetition. Now, 
on rare occasions we find that this 
awakened interest is caused by a 
set of circumstances not in any 
way related to the communications 
themselves, and when this occurs 
we sometimes make the mistake 
of assuming that at long last we 
are ‘‘getting through,” whereas 
something else has done the job 
for us. 


A case in point is the influence of 
the MICR program in awakening 


le We 


CHECK PRINTERS 





the interest of bankers in mount- 
ing check expense and in stimulat- 
ing them to seek ways and means 
of holding it down. We had nothing 
to do with the invention of the 
MICR system, and yet in a few 
short years it has given terrific im- 
petus to the cost recovery program 
which we have been advocating 
for twenty-five years, with some- 
what more than moderate success. 
Needless to say, we welcome this 
extra push because it confirms the 
soundness of our sales objectives 
and accelerates acceptance of the 
program among the banks of the 
country. 


So our much-repeated statement 
—'The checks you sell cost you 
nothing” — now takes on added 
significance because the MICR 
program has made it brilliantly 
plain that this is the one and only 
way to hold net check expense to 
a minimum. We have been saying 
this for many years. Each year we 
say it with more confidence. Will 
this be the year we prove it to you? 
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THE AUDITOR AND AUTOMATION 


Automation, says this veteran student of bank operations, leaves the bank 
auditor’s responsibilities unchanged; it will remain his duty to cause the figures 
indicating the condition of his bank and those used in computing its earnings to 
mean exactly what they say; and automation will facilitate rather than impede 
that process. 


ANK EMBEZZLEMENTS strike both 
large and small institutions. If 
size is a factor, it is only be- 

cause the larger bank is more likely 
to have adopted the preventive mea- 
sures inherent in good audits and 
controls that it takes to thwart the 
complex patterns of embezzlement 
techniques. But, regardless of size, 
defaleations with their long train of 
evil consequence can and should be 
prevented to a far greater extent than 
they have been in the past, and more 
particularly in the recent past. In this 
day and age there isn’t the slightest 
excuse for any bank, however small it 
may be, to fail to take the needed 
precautions against embezzlement. 


Unfortunately, there is a general 
feeling that to undertake a vigorous 
program of audit and control is to 
cast suspicion on the bank’s staff. 
Another obstacle to the adoption of 
adequate preventive measures stems 
from the attitude that all people are 
honest. While much may be said in 
justification of this position, it never- 
theless reflects incomplete and _ in- 
competent thinking. 


No Substitute for Character 


Although controls are tremendously 
important, they simply cannot func- 
tion as a substitute for character, and 
only character can provide the qual- 
ities that make banks strong. So it 
would seem that, along with placing 
every possible restraint on any dis- 
honest impulse to which an employee 
might capitulate, banks would do well 
to make it a matter of even greater 
concern to minimize the incidence of 
such impulses. 


While great strides have been taken 
in that direction, much remains to be 
done, and even the smallest bank can 
adopt a program that would make an 
embezzlement virtually impossible. 
Such a program was set out in the 
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By HARRY E. MERTZ, 


Vice President, LaSalle National Bank, Chicago, Ill. 


form of a few simple rules laid down 
for the guidance of bank directors in 
an article by this author which ap- 
peared in Bankers Monthly Magazine 
for February, 1955. 


But in addition to all the hazards 
dealt with in that article, there has 
arisen still another with which the 
larger and medium sized banks are 
especially concerned. That hazard has 
grown out of the rapid developments 
that have taken place in the field of 
automation. 


Must Regain Lost Ground 


It seems quite clear that the steady 
advance of automation has caused 
the loss of a lot of hard-won ground 
that will have to be regained if the 
onward march of the auditing function 
is to continue. Completely revolution- 
ized systems of accounting will neces- 
sitate vast changes in the methods by 
which their various components are 
audited and controlled, and changes 


HARRY E. MERTZ 
New problems a fresh challenge. 


to many of us are unpleasant; to a few 
they are frightening. 


Most of us have an altogether nat- 
ural distaste for the unknown and the 
unaccustomed, but it is the business 
of auditors, on the whole, to resist and 
overcome that feeling, both in them- 
selves and in those with whom they 
are associated. This feeling of oppo- 
sition and resistance to change has 
been so strong in some instances that 
they have given rise to an attitude of 
defeatism. Bankers and auditors alike 
have been known to throw up their 
hands in a gesture of hopelessness as 
they contemplated the problems that 
would beset them upon the com- 
pletion of a computer installation. 


But the up-and-coming auditor has 
taken each new problem as a fresh 
challenge. He sees the auditing func- 
tion as one that serves a constant and 
undeviating purpose, the needs of 
which must be met under any and all 
circumstances. Whatever the methods 
of accounting employed or the systems 
used in applying them, it will remain 
the duty of the bank auditor to cause 
the figures indicating the condition of 
his bank and those used in computing 
its earnings to mean just what they 
say. 

To be specific, it is the duty and 
responsibility of the bank auditor to: 

1. Assist the Board of Directors in the 
performance of its duties and to protect 
its members against personal loss aris- 
ing out of any failure to properly dis- 
charge their responsibilities under the 
law. 

2. Assist and protect management by 
seeking out ways of increasing operat- 
ing efficiency, and by taking whatever 
steps may be necessary to assure full 
compliance by officers and employees 
with the policies, procedures and plans 
designed to safeguard the bank against 
loss. 

3. Assist management by  supple- 
menting supervisory examinations. 
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Problems Intensify Effort 

Bank auditors have traditionally 
taken each of these responsibilities in 
stride, and it is inconceivable that the 
introduction of automation could 
cause them to break with their firmly 
established professional standards 
Notwithstanding scattered indications 
to the contrary, bank auditors in 
general are staying put, just as they 
have in dealing with the problems 
brought on by new services, methods 
and procedures in the past. The in- 
troduction and vast expansion of con- 
sumer credit presented its unique 
problems, as did the launching of 
trust operations, charge account plans 
revolving check credit, and the mani- 
fold other changes that have been in- 
troduced from time to time. 


The new problems that have arisen 
in the past have invariably given rise 
to intensified effort to the end that 
the resulting needs for new auditing 
procedures and techniques might be 
fully met. And that is as it should 
and must continue to be. Auditing 
must maintain the pace set by ac- 
counting or admit failure and defeat. 


There can be no doubt that ac- 
counting procedures and techniques 


will continue for a further indefinite 
period to set a very fast pace for all 
related activities. The constantly 
mounting volume of checking account 
activity alone will be sure to have that 
effect, to say nothing of the vastly in- 
creased use of all other bank services. 

To the factor of increased volume as 
an urgent incentive to automation we 
must add that of increased cost. 
While the use of electronics will do 
much to hold per unit costs to a 
minimum, it still will have to be 
closely scrutinized and the adequacy 
of customer charges will have to be 
reappraised from time to time. Elec- 
tronic accounting will make that task 
easier and more effective than ever 
before. 


Basic Records Still Needed 


With electronic accounting has 
come a long-sought auditing objective: 
the complete separation from cash 
and securities of the persons handling 
them. But there remains, and will 
always remain, a need for the same 
basic auditable records that have 
characterized the accounting systems 
of the past. For example: 


e The visual adding or proof ma- 
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With private wires uniting our own offices in all 
3 Pacific Coast States, direct airport pickups, and 
transit crews working through the night, we speed 
collection of your items throughout the West. 


SAN FRANCISCO and other California cities. ..PORTLAND, Oregon... SEATTLE and 
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chine tape made in the course of 
the random-order proof when the 
checks first come into the bank. 


The batch or regular controls 
created as the checks are sorted in 
numeric sequence. 


The tape or cards reflecting the 
up-dated balance and other ac- 
count changes and exceptions that 
are produced as a by-product of 
the posting operation. 


From encoder, to sorter, to com- 
puter, the audit trail as well as the 
accounting procedure is easy to fol- 
low. The audit trail is made up of both 
item counts and dollar totals that are 
taken at various stages of the opera- 
tion. 


Computers can be so programmed as 
to issue all types of exceptions, and it 
is readily possible that auditing in the 
future will be done by exception 
rather than by the continuous methods 
that now prevail. This would amount 
to a distinct improvement. A large 
eastern bank, for example, has adopted 
a system that reflects coding dis- 
crepancies, checks the legality of the 
interest rate and first payment date, 

(Continued on page 32) 
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Report from Francis M. White, V. P. and Treasurer, Colonial Bank & Trust Company, Waterbury, Connecticys: 


“OUR BURROUGHS ELECTRONIC EQUIPMENT ij 


“ALREADY ON ORDER IS OUR NEXT STEP TOWARD COMPLETE 
AUTOMATION: TWO BURROUGHS B251 VISIBLE RECORD COM- 
PUTERS, WHICH WILL INTRODUCE EVEN GREATER SAVINGS, | 
SPEED AND CONVENIENCE TO OUR EXPANDING OPERATION.” 
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The scene: Colonial’s office in Waterbury. The equipment: 17 Burroughs Electronic Accounting Machines. 
The objective: To centralize demand deposit accounting operations. The results, in the words of Francis M. 
White: “Burroughs equipment reduced our machine requirements approximately 50% and personnel needs more 
than 25%. These savings, in part, resulted from the thorough analysis of our system by the Burroughs representa- 
tives and their recommendations for reorganization of our operations to best utilize our personnel, space, and 
equipment.” 

Now in use—Burroughs Sorter-Reader. ‘We now are sorting our entire volume of checks and deposit tickets 


electronically—another factor in achieving even greater economy.” 


e future—Burroughs VRC System and Colonial’s new main office: “We anticipate greater savings after 
wo Burroughs Visible Record Computer systems are installed in our new main office, which will be completed 
pte this year. These computers will provide an accurate source of comprehensive management data and an orderly 
pnversion to full automation. We are growing rapidly, and this equipment will be more than capable of absorbing 
ir immediate requirements . . . and those of the future.” 


aie 


is M. White, Vice President and Treasurer, Colonial Bank & Trust Co., Waterbury, Conn. 


| Colonial Bank & Trust Company is one of many banks helped to ever increasing levels of efficiency by Burroughs 
4 automation equipment. For details, action—and results—just call our nearby branch now. Or write Burroughs 


rporation, Detroit 32, Michigan. Burroughs and VRC—TM’s 


3 Burroughs Corporation 


Burroughs 


“NEW DIMENSIONS | in electronics and data processing systems” 
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THE AUDITOR 


(Continued from page 29) 


proves the loan term and payment 
calculations by multiplying the num- 
ber of payments by their amount, and 
provides a check against bank charges, 
dealer reserves, and other computa- 
tions. 


An automated system could make 
available for use in the auditing pro- 
cess a number of other exceptions, in- 
cluding those arising in the establish- 
ment of sundry controls and accruals. 
Further by-products of the accounting 
process that will be of assistance to the 
auditor are trial balances, accrual cal- 
culations, and reports on new. and 
closed accounts. It is clear, therefore, 
that automation will not change the 
basic techniques of auditing, but will 
add to their effectiveness. 


No Dishonest Tendencies 


Automation will be sure to improve 
accuracy. The equipment employed 
has no dishonest tendencies, and, best 
of all, the machines are not careless 
or slipshod. But they are still com- 
pletely submissive to human instruc- 
tions, and therein lies the greatest 
need for audits and controls. It was 
reported some months ago that a vice 
president of a Wall Street brokerage 
firm had managed to alter certain 
punch cards in such a way as to divert 
money from the firm’s interest ac- 
count into the personal account of 
himself and his wife. This had gone on 
for eight years before an audit of the 
employee’s trading accounts exposed 
the embezzlement. 


An attorney in the prosecutor’s of- 
fice who figured in this case is reported 
to have observed that ‘‘when books 
and records are manipulated, it’s pos- 
sible to identify handwriting and to 
locate inaccurate entries. But when 
electronic accounting machines are 
used, it’s sometimes hard to tell who 
pushed the button.” 


Notwithstanding the considerable 
cost involved, the printed record is 
still a far cheaper and more satis- 
factory medium of storage than tape, 
drums, or random-access memory sys- 
tems. In the absence of such a record, 
a power failure, computer failure, or 
some deliberate or accidental failure 
on the part of the operator, could 
destroy all trace of a group of trans- 
actions. ‘“‘Print-outs’ also eliminate 
the necessity for making continuous 
inquiries into the machine to obtain 
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balances, etc. By the same token, they 
greatly facilitate the work of the 
auditor. 


No Change in Basic Principles 


There isn’t the slightest need for an 
auditor to qualify as a programmer or 
a full-fledged electronic expert in 
order to install and manage a system 
of audits and controls in a fully auto- 
mated operation. The same _ basic 
principles that have been maintained 
from the beginning still apply. One of 
these is that no individual should ever 
have complete control over a trans- 
action from beginning to end, and the 
auditor with a basic knowledge of the 
program, systems and operations will 
be able to effect the required division 
of duties and responsibilities among 
the employees involved. 


Should the auditor participate in 
the initial discussions of advance 
planning of the installation? Investi- 
gation reveals that many auditors have 
either been excluded from such dis- 
cussions or have deliberately avoided 
them. 


There can be no doubt about the 
desirability of having the auditor 
participate in the advance planning 
sufficiently to enable him to under- 
stand and effectively appraise the 
essentials of the program and to as- 
certain just what controls are needed. 
Failing in this, he might well be faced 
with the problem of dealing with a 
number of previously unknown factors 
in working out a system of controls, 
and revising certain established pro- 
grams, a process that is time-consum- 
ing and expensive. At least one such 
instance is known to have resulted in 
such a degree of customer dissatis- 
faction as to cause the loss of much 
valuable business. 


It is of prime importance to a suc- 
cessful conversion to automation that 
the bank’s examiners’ be kept 
thoroughly informed as to the overall 
program and any resulting changes in 
its system of audits and controls. Glen 
M. Goodman, assistant director of the 
Federal Reserve Board’s Division of 
Examination, recently expressed as 
his “‘personal and unofficial view” that 
the ‘‘examiner should not undertake 
to get into highly detailed technical 
aspects of automation,”’ but that ‘‘he 
should have sufficient general familiar- 
ity with applications to enable him to 
form an accurate judgment of the 
auditor’s ability to prevent collusion 
in his own shop.” He also urged that 


each bank keep its district authority 
fully informed regarding any contem- 
plated changes, especially those in- 
volving the discontinuance of con- 
ventional accounting records. 


Beneficial to Examinations 


Hollis Haggard, Chief National 
Bank Examiner, noted in an address 
of some months ago “‘the rapid strides 
being made in the field of automation 
in bank accounting,’ and the fact 
“that certain examining procedures 
must be altered or adjusted as the 
field broadens and expands.”’ He went 
on to express his confidence that the 
problems arising out of automation 
could be solved, and that ‘‘automa- 
tion will prove to be beneficial in 
examinations as well as bank opera- 
tions.”’ “‘Indeed,”’ he said, ‘‘our work 
has been expedited by the automa- 
tion presently in use by many banks.” 


A basic concept of the role of audi- 
tor gives it the functions of review and 
appraisal. This role, under manual 
systems of accounting, has carried 
with it the prerogative of checking 
operational or systems changes; and 
that should remain an integral part 
of the auditing function regardless of 
the forms such changes might take. 
The auditor, moreover, has the over- 
all responsibility of carrying the ban- 
ner of high standards and good bank- 
ing practices, not only in the institu- 
tion of which he is a part, but for the 
banking industry as a whole; and 
automation will change none of this. 


Conversions of Old Systems 


As a matter of fact, the changes in 
auditing techniques made necessary 
by the automation of accounting are 
not as extensive as they might at first 
glance appear to be. Conversions from 
manual or semi-electronic procedures 
are primarily designed around the old 
systems. The same source documents 
and basic records are still available 
even though data processing systems 
may have entered the picture. The 
whole situation is simply one that calls 
for continuing awareness of the need 
for adequate auditing programs and 
techniques and an aggressive pursuit 
of ways and means of meeting that 
need. 


The auditors of the nation’s banks 
have in automation a real challenge. 
They have met and are continuing to 
meet it in a way that reflects the kind 
of growth that comes only with suc- 
cessful encounter with the difficult. 
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Consumer Finance Charges 
And Annual Rates 


The present method of stating finance charges, says this authority, is based 
on long precedent and is consistent with the treatment given other service 


charges. 


What the borrower lumps Under the singlé heading of “interest” is 


in fact a payment for three items: interest, risk, and service costs. 


By ROBERT W. JOHNSON 


Professor of Business Administration, Michigan State University 


Editor's Note: The Advisory Board to the ABA’s Instalment Credit Committee 
held its customary meeting on the eve of the National Instalment Credit Con- 
ference which was held in Chicago a few weeks ago. Although the Board met in 
closed session, it released to the press an address made at the meeting by Pro- 
fessor Johnson. Because of its great importance to banking and bankers in 
general, the full text of the address is presented below.* 


HE PROPOSAL that finance charges 
on all forms of consumer credit 
be stated at annual rates has had 

a simple appeal to many groups for a 
long period of time. In 1930, Evans 
Clark, director of the Twentieth 
Century Fund, wrote in his book, 
“Financing the Consumer’’: ‘“‘All cred- 
it agencies should be required to cal- 
culate their rates on the basis of a 
single standard of measurement, which 
would show the percentage per year 
rate charged the borrower for the 
funds of which he has the actual use, 
and to include a statement of this rate 
in all their loan contracts.” (P. 248). 


Various legislative committees, in- 
cluding those in Wisconsin, Maryland, 
and Minnesota, have recommended 
the eventual requirement that finance 
charges on all forms of consumer 
credit be stated as annual rates. In 
1960, hearings on the Douglas Bill, 
the Finance Charge Disclosure Act 
(S. 2755), brought forth avid support 
for the interest-rate form of statement 
from labor unions, credit unions, home 
economists and various consumers’ 
representatives. 


Pressure Will Continue 


In short, support for the statement 
of finance charges as annual rates is 
both widespread and of long standing. 
Even if the Douglas Bill is not revived 
in the current session of Congress or 
if it is introduced but not passed, 
pressures for the statement of finance 
charges in this form will continue un- 
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abated at the state and national 
levels. 


Over the past half-century, there 
has developed in association with each 
segment of the consumer credit field 
a particular method of stating the 
finance charge on the credit trans- 
action to the consumer. In some cases, 
the charge is buried in the selling 
price of the merchandise or included 
in the monthly payments. In the great 
bulk of cases, the credit charge is 
stated in some manner—sometimes as 
a percentage per month, sometimes as 
a dollar amount. 


Credit unions, consumer finance 
companies, banks with check-credit 
accounts, and department stores of- 
fering revolving-credit accounts state 
their finance charges as monthly per- 
centages. Other credit institutions, 
such as sales finance companies and 
banks, typically state the finance 
charge as a dollar amount. Indeed, 
this is a legal decree in a number of 
states and a fair trade practice re- 
quired by the FTC regulations for 
automobile financing. 


While the lack of a uniform method 
of stating the finance charge may 
puzzle or confuse the outsider survey- 
ing the field, it is important to note 
that the user of consumer credit sel- 
dom sees the same variety of credit 


*A more complete examination of the subject will 
be found in a monograph by Professor Johnson 
entitled Methods of Stating Consumer Finance 
Charges, to be published by the Graduate 
School of Business, Columbia University. 


procedures. For example, the man 
whose credit rating is sufficiently high 
to obtain a credit limit of $5,000 on a 
check-credit plan is probably not con- 
cerned with the methods consumer 
finance companies or credit unions 
use to state their rates. Nor is the 
factory worker financing the purchase 
of a used car through his credit union 
distressed because the commercial 
banks in his community state the 
finance charge as a dollar amount 
rather than as monthly percentage. 
His field of credit vision does not in- 
clude the commercial banks. 


A Basic Trade Practice 


There is nothing sacred nor perfect 
about these methods of stating the 
finance charge, but they have been 
developed and fixed in trade practice 
over many years. To change these 
methods would require a substantial 
reeducation both of the consumer and 
of the industry. While change should 
not be opposed merely because it af- 
fects habits of long standing, we must 
ask that substantial benefits result 
from the dislocation and confusion 
that always result from a change in 
basic trade practices. 


Let us now examine the arguments 
advanced for the expression of finance 
charges on consumer credit as annual 
rates. There are three basic assertions 
which shall be examined in order: 


1. A finance charge is interest and 
should be treated like interest. 


2. Lack of awareness of the cost of 
credit fosters excessive use of credit, 
which, besides being harmful to the 
consumer, also in turn threatens 
economic stabilization. 


3. Statement of charges as annual 
rates will enable consumers to shop 
more effectively for credit. 
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ARGUMENT NO. 1 
A Finance Charge is Interest 


Let us consider the important eco- 
nomic and legal factors that distin- 
guish finance charges from interest. 
The noted economist, Alfred Marshall, 
recognized in 1890 that additional 
charges, which are not called interest, 
must be made for most loans: ‘‘When 
there is any risk that the interest and 
the capital will not be duly paid, a 
special allowance must of course be 
made under this head for insurance 
against risk. This is obvious and is not 
often overlooked. 

But it is less obvious that every 
loan causes some trouble to the lender; 
that when from the nature of the case 
the loan involves considerable risks, a 
good deal of trouble often has to be 
taken to keep the risks as small as 
possible; and that then a great part of 
what appears to the borrower as 
interest is, from the point of view of 
the lender, earnings of management of 
a troublesome business.” 


A Payment for Three Items. 


Observe that what the borrower 
lumps under the single heading of 
“interest” is in fact a payment for 
three items: interest, risk, and service 
costs. On a large, single-payment loan, 
it is entirely acceptable to call the 
finance charge ‘“‘interest’’ because the 
dominant component is the charge for 
forbearance. However, the further one 
departs from a large, single payment, 
riskless loan, the further the charge 
made on the loan departs from what 
is properly called interest. It is as if 
we start with pure water and, grad- 
ually add: various chemicals and 
juices. After the foreign elements have 
reached a certain point, we no longer 
call the mixture ‘‘water’, or even 
“flavored water,’ but we call it 
“‘Coca-Cola.’”’ Since compensation for 
risks and service costs considerably 
outweigh the interest component of 
consumer finance charges, we should 
not treat the resulting mixture as in- 
terest. 


The economic distinctions between 
finance charges and interest have 
found expression in two basic forms of 
legal distinction. First, a large body 
of cases has affirmed the common law 
doctrine that the difference between 
the time price of an article sold on 
credit and its cash price is legally not 
interest. Second, numerous state laws 
have implicitly or explicitly recognized 
the fixed, service-cost element in the 
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During the 20-year period be- 
tween 1940 and 1960, commercial 
banks increased their instalment 
credit outstandings by a thumping 
$15 billion. Yet in the next 10 to 12 
years, banking should experience 
a further rise in such credit of at 
least $16 billion and perhaps as 
much as $20 billion. 


This prediction was voiced by 
Edward J. Frey, president of Union 
Bank & Trust Co. of Grand Rapids, 
Mich., in an address before the 
National Instalment Credit Con- 
ference of the American Bankers 
Association in Chicago last month. 


Long an active and effective 
booster of consumer instalment 
credit in banking, Mr. Frey is cur- 
rently serving his third term as 
chairman of ABA's Instalment Credit 
Committee. A banker for 27 of his 
50 years, he was named a director 
of Union Bank in 1933, a vice 
president in 1938, president in 
1952. 


Mr. Frey bases his prediction of 
an upsurge in instalment credit in 
part on the expectation of a 
“broad transition” in the national 
employment. Says he: “It would ap- 
pear that a smaller percentage of 
people will be employed in in- 
dustry in the future, a greater per- 
centage in service industries. There 
is a great shortage of technically 
skilled people today, even in the 
face of unemployment in the un- 
skilled manufacturing field. This 
tremendous shift in types of em- 
ployment, concurrent with relatively 
high economic activity, is the most 
startling and _ invigorating phe- 
nomenon of this generation.” 

If instalment credit outstandings 
are to rise by $16 billion or $20 
billion in the next decade or so, 
what does it mean for banks? 
Among other things, says Mr. Frey, 
“it means more education, more and 
better training for more employees 
in instalment credit banking. It 
means a determined drive to build 
our deposits. It means a larger 
share of bank deposits and bank 
assets allocated to instalment cre- 
dit.” 





finance charge on both sales credit and 
personal loans. 


Examples of such recognition are 
found in the graduated rate char- 
acteristic of many small loan statutes, 
industrial loan statutes which permit 
an investigation fee, the minimum 


charges permitted in state laws limit- 
ing the finance charge on the instal- 
ment sales of automobiles, and the re- 
fund provisions in most state motor 
vehicle sales finance acts. 


Service-Cost Widely Recognized 


Economic analysis, common law 
doctrine, and statutory law recognize 
the service-cost component of the 
gross finance charge as distinct from 
the pure interest component. Let us 
set aside the controversial consumer 
credit area for the time being and 
examine the treatment of other service 
charges among business firms and 
among consumers. Do we typically 
find these service charges treated as 
annual percentages? 


This is clearly not the case. When 
a factor purchases accounts receivable, 
his fee is not a single “‘interest’’ charge 
but is broken down into two elements: 
the service charge taken as a percent- 
age of the net value of the accounts 
purchased; and an interest charge 
calculated at an annual rate on the 
daily unpaid balance owed to the 
factor. When business firms grant 
credit to one another through trade, 
or open-book credit, they do not 
convert the credit charge represented 
by the cash discount into an annual 
rate. Only a portion of the charge is 
for pure interest, and no attempt is 
made in business practice to convert 
the service charge into an annual rate. 


When the service element is clear, 
consumers do not ask that the charge 
be converted to an annual rate. Con- 
sumers do not require that com- 
mercial banks convert the monthly 
service charge on personal checking 
accounts to an annual rate. For years 
consumers have used charge accounts 
at department stores without asking 
that the cost associated with the 
credit granted be segregated and 
stated separately as an annual per- 
centage. Nor have they asked that 
the fees for late payment of utility 
bills be converted to annual rates. In 
the cases cited, it would be considered 
both peculiar and confusing to show 
the service cost as an annual percent- 
age. 

Weare at the point, therefore, where 
we have shown that the present 
method of stating finance charges is 
based on long historical precedent and 
is consistent with the treatment of 
other service charges. Since finance 
charges are not interest, they need not 
be treated as interest. Nonetheless, it 
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Twelve is higher than ten. 


is still possible to ask that the finance 
charge be forced into an interest mold. 
The reasons for such a demand must 
rest with our two remaining assertions: 
lack of awareness of the charge pro- 
duces instability in the economy, and 
conversion of the charge to an annual 
rate would enable consumers to shop 
for credit more effectively. 


ARGUMENT NO. 2 


Lack of Awareness Leads 
To Economic Instability 

The assertion that consumers’ lack 
of awareness of finance charges 
threatens economic stability rests on a 
number of assumptions of very doubt- 
ful merit. First, there is the unsup- 
ported assumption that there is exces- 
sive use of consumer credit. Second, 
there is the assumption that lack of 
awareness of the cost of credit leads to 
excessive use of credit. This overlooks 
the fact that a great deal of the de- 
mand for credit is a derived demand, a 
demand secondary to the demand for 
new cars, washing machines, and other 
consumer durables. But even if the 
tenuous relationship between lack of 
awareness and excessive use could be 
substantiated, how would this exces- 
sive use be destabilizing? 


It surely cannot be argued that 
consumers suddenly become aware of 
the cost of credit in a period of re- 
cession but are blissfully unaware of 
the cost of credit during prosperity. 
Consequently, if consumers are using 
more credit than. they would use if 
they were fully “aware’’ of the rates 
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charged, then they must be using 
extra credit both in boom and bust. 
If the original assumption is correct, 
expression of finance charges as annual 
rates would reduce the use of con- 
sumer credit during a period of reces- 
sion. This is certainly not to be de- 
sired. 

To be entirely consistent with their 
implicit assumptions, proponents of 
this measure would have to argue for 
expression of finance charges as an- 
nual rates during a period of prosperity 
but full concealment of the finance 


charge from the consumer during a 
period of recession. It is to be hoped 
that some better way than this can 
be found to deal with the business 
cycle. This argument for the statement 
of consumer finance charges as annual 
rates is of such doubtful validity that 
it will not be considered further. 


ARGUMENT NO. 3 
Annual Rates Permit Shopping 


The assertion that statement of 
finance charges as annual rates would 
enable the consumer to shop more ef- 
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fectively for credit has much greater 
appeal. From our economic training, 
we recognize that markets function 
more perfectly when both buyers and 
sellers have full information. Ob- 
viously, there is a wide variety of 
methods of stating finance charges. A 
natural reaction is to ask: Isn’t this 
very confusing to the consumer? Can- 
not all consumer finance charges be 
converted to a single form, such as a 
simple annual rate of interest on the 
unpaid monthly balance? The industry 
has frequently argued, most partic- 
ularly at the hearings on the Douglas 
Bill, that consumers do not under- 
stand annual rates. While I sympa- 
thize with this argument, I do not 
think it wholly valid in the light 
of this objective. Moreover, emphasis 
on this argument diverts attention 
from other, more powerful objections 
that can be raised. It is difficult to 
prove what consumers understand. 
Other testimony purported to show 
that consumers do understand annual 
rates. 

Surely many consumers will under- 
stand enough to know what 12 per 
cent is higher than 10 per cent. It is a 
vastly more effective argument to 





show that even those consumers who 





do understand annual rates will not 
truly be able to compare rates charged 
in all fields of consumer credit. More- 
over, it will be possible for the un- 
scrupulous minority to deceive con- 
sumers and to deceive them under the 
halo of the apparent protection of state 
or federal law. 


Must Know Amount and Maturity 


Before annual rates of charge can 
be calculated, it is necessary to know, 
among other things, the dollar finance 
charge and the maturity of the credit. 
If these figures are not uniformly 
available on a properly comparable 
basis for all forms of consumer credit, 
then it will not be possible to calcu- 
late annual rates so that consumers 
can effectively shop for credit. It is at 
this point that the argument for the 
conversion of charges to annual rates 
falls down, and yet this is an objection 
that has all too seldom been raised. 


If dealers selling on instalment 
credit are required to state finance 
charges as annual rates, it is very 
likely that competition will focus on 
these rates. Consumers find it difficult 
to shop and compare prices and 


THE ABA ON “FULL DISCLOSURE:”’ 


Among those who last year made statements on S. 2755, the “Douglas 
Disclosure Bill,” before the Senate Banking and Currency Committee's 
Subcommittee on Production and Stabilization, were John W. Remington, 
president, Lincoln Rochester Trust Company, Rochester, N. Y., and Carl 
A. Bimson, president, Valley National Bank, Phoenix, Ariz., then president 
and vice president, respectively, of the American Bankers Association. 
Excerpts follow: 

From the Remington statement: “The first requirement of the Bill with 
respect to disclosure of the total dollar amount of such charges is one 
which the ABA itself has advocated for many years as a matter of sound 
banking practice. Both the public and the economy will benefit from ob- 
servance of this practice in all segments of the instalment credit field. 


“On the basis of our member banks’ experience in extending billions 
of dollars in instalment credit, we believe that the second requirement of 
the Bill calling for expression of finance charges in terms of simple annual 
interest would be extremely difficult to administer and would confuse 
rather than enlighten the borrower. In our judgment this procedure would 
not serve the purpose of clarifying the cost of credit in the minds of the 
public.” 


From the Bimson statement: ‘‘In addition, it is recognized that commercial 
banks are generally low-rate lenders in this field and probably would 
gain competitively from any legislation which will clarify the cost of credit 
in the minds of the public. 


“Nevertheless, it is our earnest and sincere opinion the the second re- 
quirement of the Bill, providing that the percentage that such amount 
bears to the outstanding principal obligation, or unpaid balance, be ex- 
pressed in terms of simple interest, is not necessary to enable the public 
to compare the cost of consumer credit.” 


Both officials expressed the opinion that “full disclosure” legislation 
could “be most effectively administered and enforced at the state level.” 
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quality on many products and ser- 
vices. Encouraged by well-meaning 
consumer groups and by the passage 
of legislation requiring the interest- 
form of rate statement, consumers 
could readily concentrate their at- 
tention on a comparison of the 
financing rates offered, rather than 
the quality and prices of the products 
offered. Dealers in automobiles and 
other consumer durables and those 
engaged in home repair and modern- 
ization could easily drive the finance 
charge into the cash price of the prod- 
uct or service. As a result, they could 
quote very low financing rates. 


To illustrate, assume that the cash 
price on a used car is $800. With a 
down-payment of $200, the principal 
amount to be financed would be $600. 
On a two-year contract with an add- 
on finance charge of 9 per cent, the 
dollar finance charge would be $108 
and the time balance, $708. The an- 
nual rate of charge is about 17.5 per 
cent. 


Could Raise Price, Lower Rate 


With the advent of rate compe- 
tition, the dealer could raise his cash 
price to $887, an increase of only 11 
per cent. A down-payment of $200 
would leave a principal amount to be 
financed of $687. The addition of a 
finance charge of only $21 would 
bring the time balance to $708, as be- 
fore. But now the dealer is in a position 
to advertise low financing rates of less 
than 3 per cent per annum. He can 
compare his low, low financing rates 
with a bank rate on direct loans of 
11.5 per cent and a credit union rate 
of 12 per cent. 


Given the wide variation in quality 
of used cars and allowances granted 
on trade-ins, it is most unlikely that 
a consumer would detect the ad- 
ditional 11 per cent added to the cash 
price. Moreover, the consumer would 
have every reason to believe that he 
could rely on the advertised rates cal- 
culated in accordance with the Finance 
Charge Disclosure Act and adminis- 
tered by the Federal Reserve Board. 


On a considerable portion of the in- 
stalment credit for the purchase of 
other consumer goods, it would be 
absolutely impossible to calculate at 
the time of purchase the dollar finance 
charge and maturity of credit. This 
would be true of revolving-credit plans 
offered by department stores and other 
retail outlets. At the end of 1957, 
about 62 per cent of the instalment 
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credit outstandings of department 
stores was on revolving-credit ac- 
counts. This would suggest that about 
$1.3 - billion of department store in- 
stalment credit would be immune 
from any law requiring the statement 
of finance charges as annual rates. 


Why is this so? Strict compliance 
with the law requires that each cus- 
tomer be informed of his financing 
rate at the time of purchase. Yet the 
dollar finance charge will be entirely 
dependent upon the customer’s habits 
of payment. Moreover, the maturity 
of credit would depend on the date 
of purchase. For example, a customer 
buying early in the month receives a 
longer credit term than a customer 
purchasing shortly before the aan 
date. On the assumption of a 114 per 
cent service charge per month, a few 
sample calculations show a range in 
the effective annual rate to be from 
15 per cent to over 36 per cent. 


No Basis for Comparison 


Thus, if a consumer wishes to buy 
a refrigerator on instalment, he might 
well find the appliance dealer quoting 
an annual rate of 3 per cent, the credit 
union and commercial bank quoting 
rates close to 12 per cent for direct 
loans for this purpose, and the de- 
partment store unable to quote any 
rate at all for purchases on revolving- 
credit accounts. The result is hardly 
calculated to enable the consumer to 
shop effectively for credit. 


If it is assumed that all payments 
will be made strictly according to 
schedule, it would be possible to cal- 
culate at the time credit is advanced 
the dollar finance charge and maturity 
on many types of personal loans. 
However, it is well known that pay- 
ments are made according to schedule 
on only a small minority of such 
loans. 


Rather than rest the case on this 
argument, however, it seems more ef- 
fective to point out that an interest- 
form of rate statement would be 
reasonably accurate only on direct 
loans, and that these lenders would be 
forced to compete with others who 
could either conceal the finance charge 
or who would find it impossible to 
make any presentation of the charge 
on a comparable basis. 


It would also be impossible to cal- 
culate the annual finance rate on 
check-credit plans. Credit is not ex- 
tended until the check drawn by the 

(Continued on page 46) 
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Common Stock Analysis 


NATIONAL LINEN SERVICE CORP. 


Here is a stock that appears 
to combine better-than-aver- 
age defensive qualities, good 
income and steady capital ap- 
preciation. At around 25, it is 
selling for a relatively conser- 
vative 13 times earnings. 


Over the past decade, sales 
increased 108%, _ earnings 
72% and dividends 69%. 
Earnings dipped in the first six 
months of the current fiscal 
year, but should improve in the 
second half. 


By DERWOOD S. CHASE, JR. 


ational Linen Service Corp., 
N which serves over 350,000 cus- 
tomers in 18 states, is the largest 
company of its kind, accounting for 
about 10% of total industry sales. It 
also is one of the few companies in its 
field that is publicly owned. 

The linen supply business has en- 
joyed a fivefold expansion over the 
last two decades. That National 
Linen will continue to participate 
substantially in the industry’s growth 
seems assured by the company’s 
dominant position. 

The linen rental industry supplies 
businesses’ with clean towels, bed and 
table linen, uniforms, aprons, etc., at 
a rental charge of little more than the 
cost of laundering. About 60% of the 
industry’s sales come from flatwork, 
the other 40% from washable service 
apparel. 


Corporate History. National Linen 
was established in 1919 as the Atlanta 
Linen Supply Co. By 1928, when the 
present name was adopted, there 
were plants in 10 cities. By 1935 the 
company’s volume of business had 
reached $2.9 million, and virtually 
uninterrupted growth brought this 
volume to a new high of $52 million 
in the fiscal year ended August 31, 
1960. 

Meanwhile, the company has 
steadily added to and expanded its 
facilities. Forty-seven plants now 
stretch along the Atlantic seaboard 


38 


from Virginia to Texas. Other plants 
are located in Tennessee, Kentucky. 
Indiana and California. 

Between the fiscal years ended 
August 31, 1950, and August 31, 
1960, sales increased by 108%, while 
net earnings rose by 72%. 

The company was held in violation 
of the Sherman Antitrust Act in June 
1956, and is restrained from acquir- 
ing competing businesses in some of 
the areas which it then served. In 
order to comply with the consent 
judgment, the company disposed of 
three plants and four routes of two 
other plants in 1958, the only year, 
incidentally, in the past decade in 
which sales failed to rise. 

The company is not prohibited from 
internal growth in those areas cov- 
ered by the judgment, nor is it pro- 
hibited from acquisitions in territories 
not covered by the original decree. 
The effects of this setback were rela- 
tively minor, and proceeds of the 
sales were used to expand other 
operations of the business. 


Operations. National Linen pro- 
vides linen service to a wide variety 
of customers, including restaurants, 
bars, barber and beauty shops, 
supermarkets, motels, hotels and 
other institutions, and since 1957, 
industrial locations. It also provides 
and services dispensing equipment 
for hand towels and soaps. National’s 
business is entirely commercial, and 
unlike some of its competitors, the 
company provides no home laundry 
service. 


In 1956 National began opening 
depots, or relay stations, to serve 
out-of-town territories of existing 
branches. The linens are processed at 
the parent plants, and relayed to and 
from the depots. This new type of 
operation has increased efficiency of 
coverage in the areas served, and has 
cut mileage and delivery expense. 
There now are 11 such depots in 
operation. 


Operations are ‘almost entirely in- 
tegrated. Thus, one subsidiary con- 
verts grey cloth into uniforms, towels, 
napkins, coats and aprons used by 
National Linen; another manufac- 
tures the truck bodies and laundry 





equipment; and still another supplies 
soaps and detergents. 


Capital outlays for 1960-1961 will 
approximate $1.6 million, with $800,- 
000 allocated for two new units and 
replacement of a third, and the 
balance for machinery and equip- 
ment utilized in the new installations. 
In December, 1960, stockholders, 
authorized an increase of shares 
from 2.5 million to 3.0 million. The 
additional shares will be available 
for future expansion and diversifica- 
tion and possibly further stock divi- 
dends. 

Revenue Record. Total sales have 
increased in nine of the past ten 
years, the exception being 1958 when 
they declined slightly due to the re- 
quired plant sales. In 1960 sales rose 
to a record high of $52.0 million, up 
7% over 1959. 

Working capital has increased in 
each of the last five fiscal years and 
stood at $7.5 million on August 31, 
1960. In recent years cash on hand 
has exceeded current liabilities. Long- 
term debt is confined to $3.65 million 
of 4% notes payable to the Metro- 
politan Life Insurance Co. 

Profit margins (before tax net) 
have averaged an excellent 17.6% 
during the last five years, and unlike 
with most companies, margins have 
not declined during the last ten 
years. 


National Linen’s ability to expand 
in area and in sales in the face of stiff 
competition reflects long experience 
and a superior sales and service or- 
ganization. The 51 plant managers 
have been with the company an 
average of 21.8 years, while 23 have 
served 25 years or more. A long range 















policy of selection and _ training, } 


coupled with a policy of promotion 
from within, has led to depth of 
training and provided the exper- 
ienced managerial personnel neces- 
sary for expansion. The company has 
a sales staff of 204 concentrating 
solely on developing new accounts 
and assuring satisfactory service to 
present customers. 


Earnings Growth. In 1960 net pro- 
fits after taxes reached an all-time 
high of $4.4 million, up 10% from 
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1959. This represents a 49% increase 
since 1955 and 72% since 1950. Net 
per share has risen a little more 
slowly reflecting conversion of a con- 
vertible preferred issue and five small 
stock dividends. 

In the six months ended February 
28, 1961, per-share net was off about 
14% despite slightly higher sales. 
The drop reflected the general busi- 
ness decline, higher labor costs, bad 
weather and a disappointing resort 
season in Florida. In addition, certain 
non-recurring expenses resulted from 
the placing in operation of three new 
plants. However, sales and margins 
are expected to improve during the 
last half of the current year, and 
earnings should approach those of 
last year. 


Plus Factors. National Linen 
should continue to enjoy a good 
steady growth. For one thing, much 
of the area it serves is enjoying above 
average population and business ex- 
pansion. For another, addition of new 
territories, and further development 
of the industrial service field promise 
new avenues of growth (e.g., the 
recent acquisition for cash of a Sac- 
ramento company should add around 
$275,000 to sales). The industry also 
has good defensive characteristics 
and, since it serves many types of 
commercial enterprises, it is only 
moderately affected by cyclical dis- 
turbances. 

At around 25, National Linen 
sells for about 13 times fiscal 1960 
and possible 1961 earnings of $1.90, 
a substantially lower P-E ratio than 
is applicable to many other companies 
with less favorable records of growth 
and stability. 


Dividends have been paid contin- 
uously since 1937 and currently 
amount to less than 60% of earn- 
ings. Including a 10c extra declared 
in December 1960, a total of $1.10 
per share is expected to be paid in 
1961. This represents a 69% increase 
in the per share cash dividend since 
1950. Stock dividends of 2% or 
214% also have been paid in five of 
the past 10 years. The present $1.10 
dividend returns 4.4%. 


Minus Factors. A major difficulty 
in the purchase of National Linen 
stock arises from its relatively thin 
market. Although the company be- 
came public in 1934, and has 2,234,- 
214 shares listed on the NYSE, it is 
not actively traded. One reason: 
management and employees own 
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NATIONAL LINEN SERVICE CORP. 


Capitalization 8/31/60 


Long-Term Debt 4% notes? 
5% Preferred Stock (Series A & B) 


Common Stock 
(2,234,214 shares $1 par) 


Surplus (Paid in capital and 
retained earnings) 


Book 
(000’s) ace 


$3,280 
1,258 


2,234 


_ 21,401 
$28,173 


Market! 
(000’s) 


$3,280 
1,258 


11.6 
4.5 


7.9 55,850 


76.0 
100.0 


$60,388 100.0 


' Debt and preferred at par, common stock @ 25. 
* Rentals payable under long term leases which average 1012 years duration total $1,225,000 


annually. 


Net 
Earnings Net 
Margin (%) (000's) 


1,750E 
4,394 
3,977 
3,862: 
4,171 
3,542 
2,954 
2,546 


* Includes 10c extra declared in December 1960. 


Years Ended Net Sales 
August 31 _{000's) 
25,500E 
51,964 
48,538 
45,951 
46,535 
43,856 
38,836 
24,962 


Profit 


6 months* 
1960 
1959 
1958 
1957 
1956 
1955 
1950 


14.7E 
18.1 
17.5 
17.1 
18.5 
17.0 
15.9 
Zit 


Sey per Common Share———— 
Calendar 
Range 
High Low 


60 25% 23% 
1.00 24% 17% 
1.75 1.00 22 7 
1.73 85° 18% 13% 
1.93 85° 14% 12% 
1.67 80° 14% 11% 
1.38 .80 14 11% 
1.28 65 9% 7% 


> and 2% stock. 


Earnings 


SSE 
1.94 


Dividends 


* Not including $1,162,494 net profit on sale of business. E-Estimated. 


* To February 28, 1961. 





about 23% of the stock. Thus, in 
order to avoid sharp swings in the 
market price, stock should be pur- 
chased carefully, preferably when 
blocks are available. 

The major negative factor in Na- 
tional’s outlook is the possibility of 
a discriminatory extension of mini- 
mum wage laws and an increase in 
the minimum wage itself. (National 
employs a number of women sorters 
who average less than 90c per hour.) 
National hopes to overcome higher 
labor costs with price adjustments 
and possibly by greater use of part 
time help, which is excluded. 

Under the worst assumptions of a 
discriminatory law that applies to 
National but exempts its numerous 
smaller competitors, net earnings 
could be penalized substantially, per- 
haps by as much as 20%. It is hoped 
that either this type of business will 
continue exempt or that coverage 
will include all concerns that do 25% 
or more of their business with com- 
mercial customers. 

Investment Conclusion. National 
Linen has shown itself to be an alert 
and aggressively managed organiza- 
tion, and the author feels confident 
that sales and earnings trends will 


continue generally upward. Efforts 
are being made throughout the in- 
dustry toward increasing automation, 
and machinery is being developed to 
handle all flatwork automatically. 

Meanwhile, new markets are open- 
ing up in large hospitals and hotels 
which are finding their own laundry 
operations less economical as labor 
costs rise. Linen suppliers also are 
exploring the possibility of offering 
paper napkins and towels, utilizing, 
rather than competing against, the 
disposable feature of paper products. 
National Linen also is expanding its 
activities into the area of dust con- 
trol, supplying chemically treated 
clothes and mops to commercial and 
industrial concerns and virtually 
eliminating the need for daily wet- 
mop cleaning. > 

National Linen appears to be a 
relatively attractive investment be- 
cause of its better-than-average de- 
fensive qualities, good income and 
steady capital appreciation. It is be- 
lieved that long-term investors will 
continue to experience substantial } 
appreciation as sales and earnings 
expand, and as greater investor re- 
cognition is accorded National Linen 
shares. 
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Standing from left: VICTOR C. VON MEDING, FRED S. FLOYD, JOSEPH C. FENNER, ERNEST J. HULTGREN, WILLIAM T. DWYER, Assistant Vice-Presidents; 


CHARLES F. NEWHALL 


Seated, GEORGE W. MILLER and CHARLES F. NEWHALL, Vice-Presidents. 


Their full-time job: 
serving you! 


Here are the two administrative of- 
ficials and the five officers in charge 
of the territorial areas of the Banks 
and Bankers Division at The First 
National Bank of Chicago. They 
are part of the team of 25 men who 
have but one job: to serve our more 
than 2,000 correspondent banks. 


Assigned to geographical areas, the 
men of Division F understand the 
problems and the needs of local 
bankers. 

They work closely with the of- 
ficers in our ten commercial divi- 
sions to supply our correspondent 
banks with first-hand financial and 


industrial information and with 
complete correspondent services. 
No matter what the problem, no 
matter what the service, you can 
havefull-timecorrespondent bankers 
working for you. Visit, telephone or 
write Division F at The First 
National Bank of Chicago today! 


The First National Bank of Chicago 
Dearborn, Monroe, Clark & Madison Streets @ Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Plus Factor 
Morgan Guaranty Trust Co. of New 
York, in its monthly Survey: 

T MAY WELL BE that the business 
contraction—still the mildest 
of the postwar period as meas- 

ured by most broad aggregates—is 
at or near its bottom. Investors 
apparently are already firmly con- 
vinced of this, to judge from the 
appetite which has developed for 
common stocks. Investor optimism, 
because of its potential for con- 
tagion, must itself be counted as a 
positive factor in assessing business 
prospects. 


Gradual Rise? 
The First National Bank of Chicago, 
in its monthly Bond & Money Mar- 
ket Review: 

OST FINANCIAL ANALYSTS be- 
lieve that rates of interest 
will be somewhat higher by 

the end of this year or early next 
year, but the consensus is that the 
increase in interest rates as econo- 
mic recovery gets underway will be 
quite gradual. There is no expecta- 
tion that the 1958 record of rapidly 
rising rates of interest will be re- 
peated. 


Many Drawbacks 
L. C. May, treasurer of American 
Telephone & Telegraph Co., writing 
in The Exchange Magazine, official 
publication of the New York Stock 
Exchange: 


ESPITE the outstanding progress 
to date of the U.S. Treas- 
ury’s voluntary program for 

closing the gap between dividend 
and interest income received by 
taxpayers and that reported in their 
tax returns, there is considerable 
sentiment in Congress for a with- 
holding program covering such in- 
come. Ignoring the fact that divi- 
dend and interest income represents 
a different ‘“‘kettle of fish’? than 
salaries and wages, advocates of the 
withholding program seem to brush 
aside its many drawbacks. Prin- 
cipal drawbacks are the heavy ad- 
ditional costs that would be im- 
posed on both dividend and in- 
terest payers and the U. S. Treas- 
ury in administering the program, 
the over-withholding and resulting 
hardships that would affect many 
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recipients of such income, and the 
continuous annoyances and red 
tape that would be involved in ob- 
taining refunds. Furthermore, there 
is no assurance that mandatory 
withholding would provide signif- 
icantly more net tax revenue than 
the Treasury’s voluntary program 
ultimately would produce. 


Nationwide Competition 


M. A. Schapiro & Co., Inc., in a 
discussion of the competitive aspects 
of major bank mergers, in its Bank 
Stock Quarterly: 
N A 1957 SURVEY the Federal Re- 
serve Bank of New York re- 
ported that out of a total of 
$8.8 billion of business loans made 
by the larger New York City banks, 
$4.2 billion, or nearly 50 per cent, 
went to borrowers located not just 
outside the city, but outside the 
Second Federal Reserve District. 

. Clearly, competition among 
the country’s largest banks, and 
even among _ intermediate size 
banks, is not limited to the im- 
mediate geographic area adjoining 
the banking house or its branches. 
In every principal city big banks 
are soliciting business nationwide. 


Yield vs. Liquidity 
The Chase Manhattan Bank, in its 
bimonthly review, Business in Brief: 


oe a partial return toward the 
level of rates reached during 
recent years of high level 
activity could mean a substantial 
change in bond prices. A rise from 
334 per cent to 4 per cent in the 
yield of a 4 per cent 30-year bond, 
for instance, means a drop in 
price of 414 points. Faced with this 
risk, some potential longer-term 
investors may, during periods of 
generally easy money, sacrifice 
current return for liquidity—and 
the higher the return on money 
market instruments, the less is the 
sacrifice. Thus, the fact that bill 
rates have remained above 2 per 
cent has encouraged commercial 
banks, with their deposits rising, to 
channel the new funds very largely 
into short-term governments. They 
have, moreover, somewhat lightened 
their portfolios of longer issues as 
long-term rates moved lower. 





New Savings Contracts? 


E. Sherman Adams, vice president of 
First National City Bank of New 
York, before the annual Savings Con- 
ference of the American Bankers As- 
sociation: 


EW TYPES of savings contracts 
may prove to be the key to 
solving the problem of inte- 

rest rate differentials. At the pre- 
sent time, the great majority of 
commercial bankers would be 
strongly opposed to any across-the- 
board raising or removal of the 3 
per cent rate ceiling on savings de- 
posits. In fact, even if there were 
no ceiling, it is doubtful whether 
many commercial banks could real- 
ly afford to raise their rate above 3 
per cent on all their present savings 
deposits, most of which are “‘pur- 
pose savings,” in order to attract 
some new “investment savings.” 
However, I believe that with prop- 
er asset management they could 
afford to pay a higher rate on real 
investment savings alone, especially 
if their savings department were 
accorded tax treatment comparable 
with that accorded mutual insti- 
tutions. 


Why So Negative? 


Arthur A. Smith, vice president and 
economist of First National Bank in 
Dallas, in his monthly Economic 
Letter: 


HY ARE WE HEARING so much 
about what is wrong with 
America and so little about 

what is right with America? Why 
do even men in high authority per- 
sist in emphasizing our troubles in- 
stead of our blessings? . . . It is 
possible—and even probable, if we 
do not change our attitude—to 
talk and think ourselves into a 
serious recession, or depression 
even. Pessimism is contagious. Not 
only do consumers catch it, but 
decision-makers in business catch 
it . . . I cannot prove it, but there 
is indication that ‘‘politics’’ has 
been playing a deplorable role in 
exaggerating the recession . 
Some reputable sources have been 
courageous enough to charge that 
our political leaders have been de- 
liberately seeking to generate a 
crisis psychology. 
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“Looks 
and 
sounds 
as if 

the glass 
weren’t 


When teller 
h 99 and customer 
t ere are separated 
by glass, and 
with outdoor noises adding to the 
difficulties, it takes an excellent com- 
munications system to make a trans- 
action easy. Mosler equipment has 
this kind of system. That’s one rea- 
son why The Colonial Bank and Trust 
Company, of Waterbury, Connecticut, 
chose Mosler equipment for its 
Drive-In Window installations. 
Colonial has two Mosler Drive-In 
Windows and a.Walk-Up Window. 
Mr. John H. Payne, Jr., Executive 
Vice President, comments on their 
value to Colonial: “Our customers 
have found using the Mosler Drive- 
In Window a truly ‘personal’ experi- 
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ence. The window looks and sounds 
as if the glass weren’t there. The 
rapidity with which the teller can 
operate the drawer, plus the clarity 
of the communications system, has 
truly enabled us to reach a new high 
in customer relations. 


THE RADICAL IMPROVEMENT 


“The average transaction at these 
windows takes about 20 or 30 sec- 
onds, with absolutely no inconven- 
ience to the customer. The new Mosler 
concept in banking services has radi- 
cally improved customer servicing 
and has up-dated banking practices.” 


THE DECISION FOR MOSLER 


Mr. Payne sums up the decision in 
favor of Mosler equipment. “In the 
final analysis, there were exactly 


aati! * - 


_ 


three factors which influenced us in 
our selection of Mosler equipment: 
(1) Customer needs, (2) security, 
and (3) over-all cost. Mosler equip- 
ment won on all three counts.” 


PROBLEM SOLVING—A MOSLER SPECIALTY 


From auto banking to the largest 
vaults, Mosler design and manufac- 
turing experience is at your service. 
If you are considering a new branch 
or expansion, write for Mosler’s 
“AUTO BANKING IDEA BOOK” and 
information on any problem involv- 
ing banking equipment. The Mosler 
Safe Company, 320 Park Avenue, 
New York 22, N. Y. 


The MoslerSafe Company 


World’s Largest Builders of Safes and Vaults 
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SMALL BUSINESS LOANS 
(Continued from page 18) 


analysis, moreover, will provide a 
factual background later on should 
problems occur in the new business 
venture. It will place the banker in a 
better position to counsel his custom- 
er. 


Of course, there will be some ap- 
plicants who will fight the booklets 
and worksheets; and a few of them 
will somehow raise the necessary 
money and go into business anyway 
and we will wish them well. But there 
will be others who will realize that 
they need more “know-how” or more 
money of their own, and we hope that 
they will work and save so that they 
can accumulate both the experience 
and the capital. 


We believe the creation of this de- 
vice is a step forward. There is no 
built-in magic in this technique of 
“prospective borrower self-appraisal.”’ 
If the procedure is going to produce 
any benefits, it must be used with care 
and evaluated with intelligence. It 
will prove to some applicants that 
they are not qualified. It is occasional- 
ly going to surprise some bankers by 
showing that some previously doubt- 
ful applicants may qualify. 


Banker Finally Decides 


While this device shifts a little of 
the work from the shoulders of the 


loan officer to those of the prospective 
small business man, the final and 
ultimate decision for making or not 
making the loan remains with the 
banker. We believe that this division 
of responsibility between borrower 
and lender will help shape their future, 
as well as their attitude. 


In banking, as in life, attitude al- 
ways stands out. It can never be 
hidden—for very long at least—-by a 
marble facade, clothes, or cosmetics. 
Attitude is so much a constant ex- 
pression of the vitality and spirit of 
an organization that nothing in the 
way of advertising or public relations 
can conceal it. Attitude is expressed 
by performance—that is the only test. 

So, if you believe that small busi- 
ness provides opportunity for the 
ambitious, essential goods and services 
for us all, and a firm foundation for 
free enterprise, the rest is easy——you 
will have no difficulty handling qual- 
ified requests for small business 
credits. 


This article has touched briefly on 
the technical device of applicant self- 
analysis. But techniques and methods 
and procedures are only incidental. 
They follow automatically, if you have 
the desire to do something. 


So, in the field of small business 
credits, as in life itself, there is but 
one rule—where there’s a will, there’s 
a way. 





FINANCIAL NEWS 
(Continued from page 10) 

good quality and many are used 
rather extensively in trust and other 
institutional portfolios. Indeed, in- 
stitutional buying reportedly has 
been an important factor in the ad- 
vanee of finance stocks from their 
1960 lows. 


(For more on finance companies, 
see page 24.) 


INSTITUTIONS 


Change & Progress 

@ The First National Bank in San 
Rafael and the Bank of San Rafael 
(combined assets: $60 million) will 
merge into Crocker-Anglo National 
Bank ($1.9 billion), subject to share- 
holder and supervisory approval. The 
merger will add nine branches to 
Crocker-Anglo’s 96-office system. 


@ Commonwealth Trust Co. of Pitts- 
burgh and the Butler (Pa.) Savings & 
Trust Co. will merge under the name 
Commonwealth Bank & Trust Co., 
subject to the required approvals. The 
combined bank will have 11 offices, 
deposits of more than $135 million 
and trust funds in excess of $180 
million. 

@wW. E. Hutton & Co., Cincinnati- 
based investment banking and broker- 
age firm, marked its 75th anniversary. 
Today the firm operates 17 offices in 
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These yardsticks for self-measurement and self-appraisal help the applicant decide. * 
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There is a quality called leadership. In busi- 
ness, one way we measure it is by sales. 


In 1960, as in every year since the formation 
of our Company, International Harvester 
sold more farm equipment than any other 
organization in the world. In 1960, IH farm 
equipment sales were almost 17 percent 
ahead of the second company, about 20 per- 
cent ahead of the third. 


Why? 


Why should farmers, the world around, make 
and keep one company the leader? 


There are many reasons. Four perhaps stand 
out. 


The first is that our machines are good. We 
believe they are the best. They do what they 
are supposed to do. They keep on doing it 
for years. And their prices are always com- 
petitive. 





The second is that IH farm equipment, in 
America and throughout the free world, is 
backed by an unequalled service organiza- 
tion of experienced and competent dealers. 
You can always get service, good service, on 
an IH product. 


A third reason is IH research. From the huge 
Farm Equipment Research and Engineering 
Center, near Chicago—the industry’s largest 
and finest— through the many engineering 
laboratories of subsidiary companies abroad, 
no other company year-in-and-year-out 
devotes the manpower, the money, and the 
facilities to development of new farm equip- 
ment that IH does. This is part of a deter- 
mination to lead; of a deep belief that how 
good we are is more important than how big 
we are. 


Finally, there is PERMANENCE. Industries 
change. Particular companies come and go. 
But our business began 130 years ago when 
Cyrus Hall McCormick first demonstrated 
the reaper. It has served farmers of America 
ever since, and farmers of the world for more 
than a century. Generation after generation, 
they have used our products. 


When farmers buy International Harvester 
equipment, they know that however long 
they keep it, wherever they choose to use it, 
International Harvester will be here, ready 
and able to serve them. And their sons. And 
their sons’ sons. 





INTERNATIONAL HARVESTER 
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16 U.S. cities, plus an office in Rome. 


@ Texas Bank & Trust Co. of Dallas 
plans to offer 50,000 additional shares 
to stockholders at $25 a share on a 
one-for-six basis. Rauscher, Pierce & 
Co., Inc., and First Southwest Co. 
will manage the underwriting group. 
Following the sale, Texas Bank ex- 
pects to pay a 5 per cent stock divi- 
dend. 


FINANCIAL BRIEFS 


@ At year’s end there were 14,036 
banks and 11,000 bank branches in 
the U. S., according to the First 1961 
Edition of the Rand McNally Inter- 
national Bankers Directory. That was 
34 fewer banks than a year earlier, 
but 859 more branches. While a sub- 
stantial number of new banks were 
opened in 1960, this was more than 
offset by the continuing merger trend. 
Loans outstanding at U.S. banks rose 
$9.2 billion during 1960 to a record 
$147.5 billion, despite a generally 
lower level of business activity in the 
second half of the year. Deposits in- 
creased $12.0 billion to $270.4 billion, 
the Directory reports. 


@ Net operating earnings of the 25 
largest commercial banks in the U.S. 
are running 314 per cent below those 
of a year earlier, M. A. Schapiro & 
Co., Inc., estimates. (In contrast, 
1960 NOE of these same banks topped 
1959 by nearly 14 per cent.) The bank 
stock firm notes, however, that while 
the return on loans is off from its 
recent peak, the total volume of earn- 
ing assests has increased markedly, 
What’s more, “most banks are in a 
position to take security profits.” 


@ Large California banks began com- 
puting savings account interest on a 
daily basis, compounded quarterly. 
Deposits made on or before the tenth 
of any calendar month will earn in- 
terest from the first of that month. 


@ The Federal Reserve Bank of New 
York began issuing statistics on the 
Government securities market. Among 
the findings: the daily average volume 
of gross dealer transactions has been 
fluctuating between $1.2 billion and 
$1.7 billion in recent weeks. By way 
of comparison, the average daily value 
of stocks traded on the New York 
Stock Exchange has been running 
around $250 million (assuming an 
average volume of five million shares 
a day and an average price of $50 a 
share). 
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FINANCE COMPANIES 

(Continued from page 27) 
return from credit made available to 
the finance companies. 


For a bit of independent corroborat- 
ing evidence, we have a recent study 
by the House Select Committee on 
Small Business which deals with the 
business lending experience of the 
Small Business Administration. While 
there are obvious differences between 
the cost and earnings factors of a 
Governmental bureau and those of a 
bank, it nevertheless seems worth 
noting that the SBA lost money on all 
business loans of less than $22,000. 
Their 6 per cent interest charge just 
did not cover acquisition, processing 
and closing costs, plus the basic cost 
of the funds lent out. It was only on 
business loans of over $50,000 that 
the Small Business Administration 
began to have sufficient return from 
interest charges to enable it to set up 
any realistic loss reserves. 


And a study by the National Bureau 
of Economic Research reveals that the 
Reconstruction Finance Corporation 
lost money on all business loans of less 
than $100,000, taking into considera- 
tion only acquisition and servicing 
costs and the basic cost of the money 
involved. 


No Bed of Roses 

As bankers well know, the retail- 
ing of money, as of many other things, 
is no bed of roses. The handling of a 
multiplicity of relatively small trans- 
actions is obviously more costly than 
the management of relatively few 
large lines of credit. Although the re- 
tailing finance company receives no 
compensation for funds loaned other 
than the rates charged, it not only 
pays a substantial rate for funds bor- 
rowed, but maintains large compen- 
sating balances with the lending bank 
as well. It collects interest only on 
funds actually outstanding, computed 
on a daily basis, and is under the 
necessity of maintaining collection 
and credit investigating facilities on a 
relatively large scale. 


To sum up, the relationship between 
commercial banks and finance com- 
panies is essentially that of a partner- 
ship. Their services to the business 
world are complementary rather than 
competitive. The specialized finance 
industry is particularly well equipped 
to handle the multiple transactions 
and credit needs of the small business- 
man, as well as the retail and personal 
credit needs of the American consumer. 


The better banks and finance com- 
panies can manage to work as mem- 
bers of a team, the better it will be for 
both industries and for our economy 
as a whole. 


CONSUMER FINANCE CHARGES 
(Continued from page 37) 
consumer reaches the bank. Until the 
bank receives the check and subse- 
quent payments on the loan, it has no 
knowledge of the amount of loan, the 
dollar finance charge involved, or the 
maturity of the credit. Thus the con- 
sumer shopping for cash credit would 
find some lenders stating an annual 
rate of charge and others unable to 

state a rate on a comparable basis. 


There has been no suggestion that 
legislation requiring conversion of dol- 
lar finance charges into annual rates 
be applied to noninstalment credit. 
This is, of course, inconsistent. A 
financing cost and charge is implicitly 
present and part of the price of the 
good or service in all forms of non- 
instalment credit. Credit is not “free” 
simply because its cost is not identified 
as a separate charge. 


Would Fall Far Short of Goal 


In summary, I would estimate that 
it would be impossible or impractical 
to calculate the finance charge and/or 
maturity on a minimum of $13.5 
billion of consumer credit outstanding, 
that effective presentation of the 
finance charge could not be achieved 
on an additional $46 billion of con- 
sumer credit, thus leaving only $17- 
billion or 31 per cent of total consumer 
credit, at an absolute maximum, for 
which rates could be effectively pre- 
sented. 

If only instalment credit is con- 
sidered, it would either be possible to 
present misleading statements of rates 
or impossible to calculate annual rates 
on at least 60 per cent of outstanding 
credit. This falls far short of any goal 
of enabling consumers to shop ef- 
fectively among all types of consumer 
credit and to compare rates charged 
by these alternative sources in order 
to use credit wisely. 


It is somewhat anticlimactic to add 
that even if the dollar finance charge 
and maturity were known, difficult 
problems would still be encountered 
in converting these figures into annual 
rates. The complexity would probably 
rule out many skip-payment trans- 
actions, balloon and drop-payment 
transactions, and holdback trans- 
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actions. Consumers needing these 
types of loans would be sacrificed on 
the altar of uniformity. 


No Lack of Formulas 


It is well known that there are many 
different ways and formulas for con- 
verting dollar charges into annual 
rates. Much more has been made of 
this than it deserves. Some one for- 
mula could be selected and defined 
by the regulatory body as a means of 
converting these charges to annual 
rates. There is no lack of formulas; 
the barrier lies in the lack and de- 
ficiencies of data to feed, into the for- 
mulas. There is no formula available 
that will allow a sales clerk to figure 
the annual rate of charge on the sale 
of a $1 lipstick under a revolving 
credit account or that will prevent a 
used car dealer from burying the fi- 
nance charge in the price of the car. 


We must agree, I think, that, when- 
ever possible, consumers should be in- 
formed of the cost of their credit. 
There are too many cases in which 
consumers are not told their dollar 
finance charge, but told only the num- 
ber and amount of their monthly pay- 
ments. The industry deserves to be 
criticized for these practices. 


However, the contention that fi- 
nance charges should be uniformly 
expressed as annual rates cannot be 
supported. Because finance charges 
are not interest charges but primarily 
service charges, they need not be 
treated as interest charges. The argu- 
ment that consumers’ lack of aware- 
ness of finance charges leads to 
economic instability rests upon as- 
sumptions that are illogical, unproved, 
and unprovable. 

Far from enabling consumers to 
shop and compare financing rates, 
legislation requiring conversion of 
finance charges to annual rates would 
benefit only unscrupulous dealers and 
lenders and those fortunate enough to 
be unable to obey the legislative de- 
crees. Under legislation of this type, 
the consumer would be led, and indeed 
urged, to compare rates that are not 
comparable and to shop less wisely 
for credit than he does now. 


If the law were designed only to 
protect consumers from the majority 
of lenders, we would not need a law; 
the great majority of lenders are 
honest. And law fails if it does not 
reach the unscrupulous minority; it 
adds deceit to ineffectuality if it gives 
unscrupulous lenders a halo of legality. 
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INSTALLATIONS 


Royal Oak, Michigan Bank 
Converts to Machine Sort 


A Pitney-Bowes National Magnetic 
Character Sorter has taken over the 
job of sorting checks for the central- 
ized bookkeeping department which 
handles the 47,000 checking accounts 
of the six offices of the $103 million 
Wayne Oakland Bank of Royal Oak, 
Mich. 


Harold F. Leach, senior vice presi- 
dent in charge of operations, reports 
that the bank has just completed a 
conversion to terminal digit filing of 
its special checking accounts, thus in- 
creasing the efficiency of the sorting 
operation and providing a means of 
evening the distribution of new ac- 
count openings to ledger controls. 
The bank’s special checking accounts 
are coded by a straight numeric sys- 
tem with a check digit, while regular, 
commercial, and personal accounts are 
coded by the alphanumeric system. 


The operation gets under way with 
the selection of the reading field on 
the control panel (see photo, left 
above). Ninety-eight per cent of the 
special checks are imprinted with 
magnetic numerals, and above 75 per 
cent of commercial accounts are pre- 
sently encoded, with this figure stead- 
ily improving. An average of 30,000 
items are sorter-processed in 5 to 6 
hours per day. 

Intermixed checks of any size or 
weight may be loaded at any time, 
whether the machine is running or not. 
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OPERATING NEWS & TREND 


The first pass of items drawn on 


special checking accounts verifies 
proof sort by control, the terminal 
digit being the control number. 


When an item is mutilated and in- 
terferes with the normal flow or 
spacing, an anti-jam feature detects 
the irregularity ahead of time, in- 
stantly halts the mechanism, and auto- 
matically opens the separate sections 
of the transport unit, permitting the 
operator to remove the offending 
item. The sorter thus cannot mutilate 
any item, and can be put back into 
operation in a matter of seconds. 

The sorter’s 12 receiving compart- 
ments comprise one for each digit, 
zero through nine, and compartments 
for rejects and “special sorts.’’ The 
latter comprise items which are in se- 
quential order and do not require ad- 
ditional sorting. Items are sorted at 
about 750 per minute, with a reject 
rate of one-tenth of one per cent on 
special accounts and two per cent on 
commercial accounts. Special account 
customers are supplied with books 
containing 20 checks and 6 deposit 
tickets, all magnetically printed on 
the premises. 


Adolph F. Klein, president of the 
Wayne Oakland Bank, reports that a 
training period of only two days is 
ordinarily required in order to enable 
the operator to turn in an efficient 
and accurate performance. 


The check flow is from the proof 
machines, through the sorter to the 
bank’s Post - Tronic bookkeeping ma- 
chines, an earlier purchase of elec- 
tronic equipment. Three commercial 










account and one part-time special ac- 
count hand sorter now do the work 
that formerly required the full time of 
12 clerks. The clerks thus relieved 
have been assigned to less tedious 
work. 


Photo to right above shows Mr. 
Klein at his desk following a confer- 
ence with Mr. Leach. 


National City of Cleveland 

The National City Bank of Cleve- 
land has contracted with General 
Electric Company for the delivery 
early next year of two GE-225 com- 
puter systems, according to a recent 
announcement by John S. Fang- 
boner, president. Installation of the 
new equipment will involve extensive 
remodeling of a large area at the 
bank’s main office in downtown 
Cleveland. Cost of the new equipment 
and remodeling, said Mr. Fangboner, 
will exceed $1 million. 

Incorporating a newly developed 
“General Compiler” programming 
technique, the computer automatical- 
ly translates English words and sym- 
bols into machine language, eliminat- 
ing much of the previously required, 
technical programming courses for 
bank personnel. 

The bank installed a GE electronic 
sorter-reader a year ago. 


SYSTEMS 
The Burroughs B270 


Burroughs Corporation has an- 
nounced a new electronic data pro- 
cessing system, the B270, for speeding 
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The new B270: (from left) magnetic tape unit, two multiple tape listers, a 
sorter-reader, a program card reader, and the solid-state central control unit. 


and controlling the interchange of 
more than 50 million checks every 
day among U. S. banks. 


Designed to provide automatic 
proof and transit operations, the 
B270 will also convert ‘“‘on-us” items 
to magnetic tapes for subsequent 
computer processing and may be used 
for automatic deposit analysis as well 
as account reconciliation services. 


Automatic routing on the B270 
eliminates the need of spending time 
teaching operators complicated rout- 
ing patterns. 


The new system combines magnetic 
ink character recognition (MICR) 
with high speed document sorting, 
multiple-list printing and solid-state 
electronics. This results in broad item 
distributions with a minimum of 
handling. 

The system utilizes the world’s 
fastest electronic sorter-reader, which 
reads checks and deposit tickets en- 
coded with MICR at speeds up to 
1,560 items per minute, for input to 
the system. The sorter is also used to 
accomplish the physical sorting of all 
items. 


Other units include an internally- 
programmed central processor with 
magnetic core memory, two ultra- 
high speed multiple-tape listers and a 
punch card reader for program load- 
ing and entry of miscellaneous infor- 
mation into the system. 


Magnetic tape units are added to 
the system to permit conversion of 
“‘on-us” information for subsequent 
use in demand deposit data processing. 
These units also facilitate the use of 
the B270 as an off-line converter for 
various data processing systems. 

Improved item control stems from 
the system’s ability to produce master 
listings and detailed cash letters in 
which each item is identified with 
either the payor bank or the indi- 


50 


vidual payor. This extended audit 
trail is obtained automatically, with 
no reduction in handling speed. 


For more information, address Bur- 
roughs Corporation, Equipment & 
Systems Division, Detroit 32, Mich. 


NEW PRODUCTS 


Speeds Processing of 
Mutilated Checks 


A new check conditioning machine 
for rejuvenating mutilated magnetic 
ink and punch card checks has been 
announced by Hannifin Company, a 
division of Parker-Hannifin Corpora- 
tion. 

One of the major causes of reduced 
efficiency in the automatic processing 
of magnetic ink and punch card 
checks has been check mutilation. 
The mutilated check must be handled 
as a special case, hand-carried through 
the processing cycle as quickly as pos- 
sible so that it can be returned to its 
digital group. This slows the entire 
processing operation and creates op- 
portunities for error. 


The ‘Silent Squeeze’? Check Con- 
ditioner offered by Hamnifin rejuve- 
nates even the most crumpled check. 





Because of its 288,000 check per day 
capacity, all checks can be given the 
restoration treatment at a pace com- 
parable to the speed of automatic pro- 
cessing equipment. 

The new conditioner occupies just 
eight square feet of floor area and 
can be run with full safety by any 
office worker, since loading and un- 
loading the machine are the only 
operations involved. The remainder 
of the cycle is automatic. 


For further information write Hann- 
ifin Company, Dept. 886, 501 S. 
Wolf Road, Des Plaines, III. 


New Plastic Links 
Flatten Floor Mats 


Development of an unusual link for 
floor mats which permits an interlock- 
ing fabrication that provides for the 
first time stability of dimension in all 
directions has been introduced by 
American Mat Corporation. The link, 
produced of vinyl plastic, is molded, 
rather than extruded, resulting in ex- 
treme uniformity. 


The links are woven on a non-rust 
steel network which is secured to a 
two-inch plastic border reinforced by 
steel rods at the ends. 


Extremely durable, odorless, and 
grease-resistant the links are not sub- 
ject to cracking or checking. Being 
non-porous, dirt cannot become im- 
bedded. 


Known as the Sentinel entrance 
mat, it presents a non-slip surface for 
sure-footing under all conditions. 


There is a choice of any combina- 
tion of 10 new colors and three mar- 
bleized polychrome colors. The mat 
can be personalized by incorporating 
name, trade-mark or emblem in the 
design. 


Additional information may be had 
by writing American Mat Corpora- 
tion, 2123 Adams Street, Toledo 2, 
Ohio. 


INNOVATIONS 
B of A Pays the Freight 


Bank of America’s new Freight 
Payment Service went into effect on 
April ist at all of the bank’s 713 
branches in California. The new 
service will be handled by the bank’s 
ERMA which is now doing all the 
accounting for more than two million 
checking accounts. 

By using the Freight Payment 
Service, truckers, railroads, airlines 
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and steamships or their industry- 
owned clearinghouses are enabled to 
deposit for immediate credit, freight 
bills resulting from the shipment of 
goods to businessmen. These bills will 
be automatically charged against the 
shipper’s checking account. Each ship- 
per, who may be either the firm send- 
ing or the one receiving the merchan- 
dise, will receive a daily report of all 
freight bills charged to his account. 


Said S. Clark Beise, B of A presi- 
dent, “This new service will save 
shippers up to 50 per cent of the cost 
of paying freight bills and will ma- 
terially reduce carriers’ collection 
costs. Any firm sending or receiving 
more than 15 shipments of merchan- 
dise a month can use this program 
profitably.” 


BOOKLETS 


An ABA Film Guide 

The ABA’s Public Relations Com- 
mittee has issued a newly revised 
guide to educational motion pictures 
on banking and related subjects. It 
lists upward of 130 16-mm_ sound 
films and film strips, with brief de- 
scriptions of their contents and sources 
from which they may be obtained by 
purchase, rental, or loan. Copies may 
be obtained without charge from the 
Public Relations Committee, The 
American Bankers Association, 12 
East 36 St., New York 16, N. Y. 


Low-Cost ODP Service 


A new booklet offered by Cummins- 
Chicago Corporation tells how the 
user of any instalment payment 
operation can enjoy the benefits of 
fully automated document handling 
on an inexpensive piecework basis. 
This, says the booklet, is made pos- 
sible by the ODP service which is 
made available to all users of the 
Cummins Coupon Payment System, 
enabling even the smallest firms to 
enjoy the economies obtained by 
large organizations from the use of 
comprehensive electronic data pro- 
cessing. 

The service provides next-day de- 
livery on daily payment, new loan 
delinquency, and statistical reports to 
all users of the simple Cummins 
Coupon System. Cost is based only 
on the number of items processed. 

For a free copy of the (Original 
Document Processing) booklet write 
Cummins-Chicago Corporation, 4740 
N. Ravenswood Ave., Chicago 40. 
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EXECUTIVES 


The A. B. Dick Company of Chi- 
cago has announced the election of 
A. B. DICK, III as chairman of the 
board, and KARL R. VAN TASSEL as 
president. 


DERMOT A. DOLLAR has been named 
to the newly-created post of mana- 
ger, sales administration, for the com- 
mercial systems department, RCA 
Electronic Data Processing Division 
and HERBERT M. ELLIOTT has been 
named engineering manager. 





R. F. BECKWITH 


J. P. EAGER 


According to a recent announce- 
ment, RAYMOND F. BECKWITH, former- 
ly assistant advertising manager has 
been advanced to advertising manager, 
and JOHN P. EAGER has been appointed 
sales manager of Recordak Corp. 


Previously president of The Service 
Bureau Corporation, a wholly-owned 
IBM subsidiary, FRANK T. CARY has 
been moved up to assistant director 
of the corporate staff. Succeeding him 
was HERBERT R. KEITH who has been 
elected president and a director of 
The Service Bureau Corp. 


IRA E. O’KENNON has been named 
manager of Burroughs Corporation’s 
Terre Haute branch office. He will 
supervise the business machine firm’s 
marketing operations for an 11- 
county area in central Indiana and 
Illinois. 


Former assistant manager of Friden 
Systems Division of Los Angeles, R 
E. JAMES has been made sales mana- 
ger of the Data Processing Equip- 
ment Division of Datanamics, Inc., of 
Canoga Park, Cal. 


Two newly named vice presidents of 
Peerless Photo Products, Inc., Shore- 
ham, L. I., N. Y. are EVERETT J. DORF- 
MANN who was also appointed con- 
troller, heading the finance depart- 
ment; and EDGAR A. KNIFFIN, senior 
vice president heading the operations 
department. 
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Baltimore National Bank: Formerly 
assistant cashier, WILLIAM F. MEL- 
VILLE, JR. has been moved up to as- 
sistant vice president. 


Chemical Bank New York Trust Co.: 
ROBERT J. MANGUM and LEO E. WHITE 
have been advanced from assistant 
secretaries to assistant vice presidents 
in the metropolitan division. 


Manufacturers Trust Co., New York: 
The appointments of LEE SPELKE as 
an assistant secretary and HERBERT 
F. HANSON as an assistant trust officer 
were recently made known. 


The Hanover Bank, New York: A re- 
presentative office in Beirut, Leb- 
anon, with SABIR M. AMAWI as its 
representative in the Middle East, 
was recently opened. 


Bankers Trust Company, New York: 
Formerly an assistant vice president, 
KENNEDY RANDALL, JR. has_ been 
moved up to vice president. His 
entire banking career has been spent 
servicing accounts in the mid-western 
and western areas of the bank’s 
national banking divisions. 


Mellon National Bank and Trust Co., 
Pittsburgh: The appointment of JOHN 
ECKELS as director of advertising and 
public relations was recently an- 
nounced. He comes to the bank after 
eight years with the advertising 
agency of Fuller & Smith & Ross, 
Ine. 


The First Pennsylvania Banking and 
Trust Co., Philadelphia: ROBERT S. 
IRVING has been elected vice president 
in charge of the newly formed mort- 
gage loan department. He had been 
executive vice president of the W. A. 
Clarke Mortgage Company which 
was acquired by First Pennsylvania 
on March 1. 





JOHN ECKELS R. S. IRVING 








BANKERS & BROKERS 


G. V. ADAMS 


E. A. ROYCE 


Bank of Montreal: The following 
changes in the executive organiza- 
tion have recently been announced: 
EDWARD A. ROYCE, formerly manager 
of the main office in London, Eng- 
land, has been appointed to the 
newly-created post of deputy general 
manager, resident in Toronto, to di- 
rect operations of more than 300 
branches in Ontario; JOHN H. F. 
TURNER, O. B. E., senior assistant 
general manager, takes over the 
newly created post of assistant general 
manager in charge of the European 
division and as manager of the main 
office in London, England; GORDON 
Vv. ADAMS, chief agent at the New 
York agency since 1958 has been ap- 
pointed an assistant general manager 
and continues as chief agent; and 
FRED S. HARRISON, chief inspector, has 
been appointed an assistant general 
manager and takes over direction of 
the western division at the head 
office. 


Citizens & Southern National Bank, 
Atlanta: MERRIELL AUTREY, JR., has 
been elected a vice president in the 
Chicago Service Office. 


National Bank of Detroit: WILLIAM G. 
MCCLINTOCK, vice president, has been 
appointed director of the marketing 
division succeeding JOHN N. MCLUCAS, 
who retired 


senior vice president, 
February 28. 





MERRIELL AUTREY, JR. W. G. McCLINTOCK 












Chemical Bank New York Trust Co.; 
Formerly an assistant vice president, 
CHARLES C. LEHING has been elected 
a vice president. He is with the 
Metropolitan Division Headquarters 
assisting in administration of its 
loans. 


City National Bank and Trust Co. of 
Kansas City, Mo.: Due to the de- 
mands of the correspondent bank 
department, F. PHILLIPS GILTNER, 
executive vice president, will devote 
full efforts to its administration. He 
will be joined in this effort by JAMES 
F. MACK, senior vice president in 
charge of the Eastern Division while 
DALE AINSWORTH, senior vice presi- 
dent, will be in direct supervision of 
the Western Division. 


Morgan Guaranty Trust Co. of New 
York: An assistant vice president 
since 1950, DONALD B. ANTHONY has 
been elevated to the position of vice 
president. He is assigned to the 
general banking division. 


The Detroit Bank and Trust Co.: 
The election of PAUL CARNAHAN, 
president of National Steel Corp. to 
membership on the board of directors, 
was recently announced. 


Federal Reserve Bank of Cleveland: 
FRED 0. KIEL, senior economist 
specializing in business and industry, 
has been designated a vice president 
and will be on special assignment in 
the Cincinnati branch. 


Bank of America, San Francisco: 
New vice presidents are L. L. (LARRY) 
JOHNSTON, who will serve as public 
relations representative in Menlo 
Park, and HOWARD G. CHANN who 
will be engaged in the development 
of services for major domestic and 
Far Eastern business and industrial 
firms. 






L. L. JOHNSTON H. G. CHANN 
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Now in Lagos—a branch of 
‘| The Chase Manhattan Bank 
to serve all of thriving 


| NIGERIA 


rs Located at Broad and Odunlami 
Streets, in Lagos, the new 
branch offers complete com- 
mercial banking services to 
individuals and businesses 


te 





Modern, spacious and conveniently 
located in metropolitan Lagos, Chase 
Manhattan’s newest overseas branch 
is now ready to serve U: S. and inter- 
national business in growing and 
thriving Nigeria. 

A complete bank, the new branch 
also offers a full range of commercial 





0.: banking services for local business- 
AN, men and individuals in Lagos. 
to Most important to all businessmen 
oi with Nigerian interests, the new 
’ branch is staffed by Chase Manhat- 
tan people who are familiar with the 
Nigerian economy. This familiarity, 
nd: together with their thorough knowl- 
ist edge of international commerce en- 
ry ables The Chase Manhattan people ° 
— to provide sound financial planning 
ent for anyone concerned with business 
; in in this area. 
If this new Lagos location can serve 
you in any way, simply get in touch 
oat with International Department, The 
: Chase Manhattan Bank, 1 Chase 
RY) Manhattan Plaza, New York 15, 
blic N. Y. The telephone number is 
lo HAnover 2-6000. 
who 
ent 
and 
rial 





Map shows vast size of Nigeria. A federation of 
3 distinct regions, it encompasses more than 
370,000 square miles. The Western area is Ni- 





Using local limestone, this new cement plant in geria’s industrial and commercial center. The 
Eastern Nigeria currently produces 1/5th of national Northern region is rich in minerals, principally The expanded Port of Lagos showed a continual rise in 
needs. To continue to build its national industry tin and is important agriculturally. Eastern Ni- cargo handling during 1960. Africa’s largest market, 
and develop its vast natural resources, Nigeria geria is also an important agricultural area with Nigeria’s exports and imports approached the billion 
needs and wants U.S. investment. emphasis on palm products and rubber. dollar mark last year. 

J 1 Chase Manhattan Plaza, New York 15, N.Y. 


Member Federal Deposit Insurance Corporation 
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S. N. WHITNEY 


L. J. RICE, JR. 


Centennial Fund, Inc., Denver: 
LOUIS J. RICE, JR. has been elected a 
director of the first of the open-end 
investment companies to be formed 
through a simultaneous, non-taxable 
exchange of investors’ assets for fund 
shares. He was formerly vice presi- 
dent and manager of the investment 
department of The First National 
Trust & Savings Bank of San Diego. 
He is still associated with the bank 
as a director and investment consul- 
tant. 


American Bankers Association: 
SIMON N. WHITNEY has joined the de- 
partment of economics and research 
as secretary of the advisory and in- 
ternational committee. In the past 
five years he served as director of the 
bureau of Economics of the Federal 
Trade Commission in Washington, 
D. C. and prior to that he was with 
the Twentieth Century Fund in New 
York City. 


Marine Trust Co. of Western New 
York, Buffalo: According to a recent 
announcement ROBERT J. A. IRWIN, 
JR., has been moved up from invest- 
ment management officer to vice 
president, and was succeeded in his 
former office by JAMES A. SANDERSON. 


The Chase Manhattan Bank, New 
York: In the United States depart- 
ment, WILLIAM B. BATEMAN and JOHN 
A. PELL have been advanced to vice 
presidents. Named assistant vice 
presidents are ROY T. ABBOTT, JR., 
IRWIN W. BODNER, JAMES H. CAREY, 
WAYNE G. HANSEN, J. HOWARD MC- 
GLOON, and ALDEN K. SMALL. 


The Bank of Nova Scotia, Toronto: 
The election of H. R. JACKMAN, Q. C., 
to the board of directors was re- 
cently announced. He is chairman of 
the board of The Empire Life In- 
surance Company, chairman of the 
executive committee of Burns & Co. 
Ltd., Calgary, and president, Do- 
minion and Anglo Investment Corp., 
Ltd. 
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industrial Trust Co. of Philadelphia: 
JOHN MORAN comes to Industrial 
Trust from Fidelity Philadelphia 
Trust Co. as an assistant treasurer in 
the department of corporate loans. 


Seattle-First National Bank: On April 
1, WESLEY V. OGG, vice president and 
manager of the Industrial branch in 
Seattle, was transferred to the main 
office as a senior lending officer and 
become a member of the senior loan 
committee. At the same time LOUIS 
E. KEILER was named vice president 
and manager of the Walla Walla 
branch. 


State-Planters Bank of Commerce 
and Trusts, Richmond, Va.: The pro- 
motion of HORACE H. HARRISON, cash- 
ier and B. W. TURNBULL, trust officer, 
to vice presidents, was recently an- 
nounced. 


First National Bank & Trust Co. of 
Tulsa: Two newly named directors 
are WALTER H. HELMERICH, III, 
president of Helmerich & Payne, 
Inc., and GUY R. MABEE, independent 
oilman and rancher. 


Society National Bank, Cleveland: 
In his new position as assistant trust 
officer, HARRY B. OLDS, JR. will 
specialize in the area of corporate 
trusts. 


Broad Street Group of Mutual Funds, 
New York: J. BURR BARTRAM has 
been elected a director of National 
Investors Corp. and of Whitehall 
Fund, Inc., which, together with the 
Broad Street Investing Corp. com- 
prise the Broad Street Group of 
Mutual Funds. He is a partner of 
Stevenson & Bartram, an investment 
brokerage firm he helped to form in 
1937. 


Pittsburgh National Bank: President 
of the H. J. Heinz Company, FRANK 
ARMOUR, JR., has been elected a mem- 
ber of the board of directors. 





J. B. BARTRAM 


FRANK ARMOUR, JR. 


















C. R. McPHERSON, JR. 


H. S. ENCK 


Wilmington (Del.) Trust Co.: c. R. Mc- 
PHERSON, JR. has been named to head 
public relations and will be respon- 
sible for the business development 
program as well as for advertising in 
cooperation with the bank’s New 
York consultant, WILLIAM T. GRAY. 


The Toledo (Ohio) Trust Company: 
The addition of HENRY S. ENCK to the 
staff and his election to assistant vice 
president was recently announced. 
He has been assigned to the corres- 
pondent bank division. 


Security First National Bank, Los 
Angeles: ROBERT M. RAYMOND has 
been promoted to vice president and 
will be headquartered at the 7th & 
Grand office. In a further release the 
appointment of GEORGE A. GOULD, 
JR., HARLEY I. HAYES, PETER J. KIE- 
FER, WILLIAM H. LEWIS and GORDON 
J. HEINMILLER to assistant vice pres- 
idencies was made known. 


Detroit Clearing House Association: 
JOHN C. HAY, president of The Michi- 
gan Bank, has been elected president. 


Manufacturers Trust Company, N.Y.: 
According to a recent announcement, 
DONALD F. HALL and RAYMOND C. 
GREEN have been moved up to vice 
president and assistant vice presi- 
dent, respectively. 


The Royal Bank of Canada, Montreal: 
Newly announced promotions include 
those of C. AYEARST and G. H. MERCIER 
to supervisors, commercial-industrial 
development; and D. S. ANDERSON as 
Ontario general manager with head- 
quarters in Toronto. 


Western Pennsylvania National Bank, 
Pittsburgh: ROBERT J. CASEY, director 
of public relations and advertising, 
has been elected a vice president. 
Mr. Casey, a former advertising 
agency account executive, joined the 
bank in 1959. 


BANKERS MONTHLY MAGAZINE 









ee a ee ee ee ae a a ee eC 


ao rm et 6S lUeelCO UD 


ee ee ee 


“ao” eal let BA 





sal: 
ude 
IER 
rial 
| as 
ad- 


ink, 
‘tor 
ing, 
ant. 
sing 
the 


Hugh W. Long and Company, Inc., 
Elizabeth, N. J.: Formerly president 
of Broad Street Sales Corp., national 
distributor of the Broad Street Group 
of Mutual Funds, MILTON FOX-MAR- 
TIN has been elected president of the 
Long Company. This firm is the 
national sponsor of Fundamental 
Investors, Diversified Investment 
Fund, Diversified Growth Stock 
Fund and Westminster Fund. 


First National Bank of Nevada, Reno: 
E. THAYER BIGELOW, vice president, 
has been appointed administrative 
vice president to head the new South- 
ern Nevada division of the bank in 
Las Vegas. 


Valley National Bank, Phoenix, Ariz.: 
One-time drug company executive 
and financier, LEWIS J. RUSKIN, has 
been elected a director. In a further 
release, the promotion of WILLIAM H. 
SMITH to assistant vice president was 
announced. 


United California Bank, San Fran- 
cisco: The appointment of ALFRED 
DUCATO as vice president in charge of 
public and civic relations, customer 
relations and advertising, was recent- 
ly made known. Named assistant 
vice president at Northern District 
Headquarters was Gilbert P. Parent, 
who was formerly with the Canadian 
Bank of Commerce. 


CORPORATION 


CHANGES 





Stauffer Chemical Co., New York: 
Vice President of Morgan Guaranty 
Trust Co. DEWITT PETERKIN, JR. has 
been elected a director. 


Sheaffer Pen Co., Fort Madison, la.; 
According to a recent announcement, 
WILLIAM A. ATCHISON has_ been 
elected treasurer. 


Crucible Steel Company of America, 
Pittsburgh: Newly appointed treas- 
urer is GEORGE F. BARBER who was 
previously employed by the Bank of 
New York as a security research 
analyst from 1936 to 1940. 


The First Republic Co., New York: 
CHARLES J. COHL has been named 
treasurer of this real estate invest- 
ment firm and its twelve affiliate 
companies. 
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L. L. AUSTIN 


H. S. OLIVER 


Carnation Company, Los Angeles: 
President LLOYD L. AUSTIN of the 
Security First National Bank has 
been elected a director of the food 
firm. 


New York & Pennsylvania Co., Inc., 
N. Y.: Included in a number of re- 
cently announced appointments was 
that of HARRY S. OLIVER to senior 
vice president of this paper producing 
firm, a subsidiary of Curtis Publish- 
ing Co. He will continue to serve 


as a director. 


J. J. CLARSON 


HENRY DOLCH 


Tenney Engineering, Inc., Union, N.J.: 
The election of HENRY DOLCH to the 
board of directors of this electronics 
manufacturing company was recently 
made known. He is vice president of 
the National State Bank of Newark. 


United States Plywood Corp., New 
York: Elected comptroller and treas- 
urer respectively, were E. ROGER 
MONTGOMERY and JOHN J. CLARSON. 


Gould National Batteries, Inc., St. 
Paul, Minn.: FLOYD H. DAEHN has 
been made treasurer to succeed E. F. 
CARY, treasurer of the company since 
1925. 


New England Electric System, Boston: 
HARRY HANSON has been designated 
financial vice president and continues 
as treasurer. 


Grayson-Robinson Stores, Inc., New 
York: According to a recent an- 
nouncement, C. LOUIS WOOD has been 








elected a director and treasurer. At 
one time he was treasurer of Darling 
Stores Corp. and treasurer and vice 
president of Consolidated Retail 
Stores. 


Towmotor Corp., Cleveland, Ohio: 
Newly elected director is JAMES J. 
NANCE, president of Central National 
Bank of Cleveland. Before coming to 
Central Mr. Nance was president of 
Studebaker-Packard. 


Western Auto Supply Co., Kansas 
City, Mo.: CHARLES M. WILSON, JR., 
who has headed the sales research 
department since 1943, was recently 
elected treasurer. 


INSURANCE & FINANCE 
COMPANY CHANGES 





Chubb & Son Inc., N. Y.: The elec- 
tion of WILLIAM M. REES as a member 
of the board of directors of Vigilant 
Insurance Co., was recently an- 
nounced. He is a senior vice president 
of Federal Insurance Company, a 
director of Chubb & Son Ine. and the 
Colonial Life Insurance Company of 
America. 


Standard Financial Corp., N. Y.: 
Formerly a vice president of United 
States Leasing Corp. in San Fran- 
cisco, FREDERICK W. GILL has joined 
this diversified financing, factoring 
and commercial instalment banking 
company as a vice president. 





F. W. GILL 


R. W. HUNKER 


Kemper Insurance Co., Chicago: 
ROBERT W. HUNKER has joined Kem- 
per as senior analyst and assistant 
manager of the investment depart- 
ment. He has also been elected 
financial secretary of Lumbermens 
Mutual Casualty Co. and American 
Motorists Insurance Co., both Kem- 
per divisions. 


Connecticut General Life Insurance 
Co., Hartford: HENRY R. ROBERTS has 
been named president to succeed 
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FRAZAR B. WILDE who will continue 
as chairman of the board and chair- 
man of the finance and mortgage 
committees. 
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G. C. COQUILLARD 





A. J. PORTA 


Associates Investment Company of 
South Bend, Ind.: A. J. PORTA, execu- 
tive vice president of the Studebaker- 
Packard Corp. has been elected vice 
president-financial affairs. At the 
same time GEORGE C. COQUILLARD 
was elected treasurer. 


BRIEFS 


A 10-Year College Program 

All of Chemical Bank New York 
Trust Company’s offices in Greater 
New York are now accepting applica- 
tions for its new Planned Education 
Program. This program, which sup- 
plements the bank’s original Tuition 
Loan Plan, enables a parent who lives 
or works in the area served by its 
offices to spread the cost of a 4-year 
college education evenly over periods 
of up to 10 years. 


A total. of as much as $15,000 may 
be made available under a plan by 
which the parent accumulates funds 
prior to the college years beyond 
graduation. Children may be at any 
stage of education from the eighth 
grade to the senior year of high school. 


In the event of the parent’s death, 
the full amount of the plan will be 
payable to the beneficiary under the 
terms of insurance protection afforded 
by the program. The bank’s Tuition 
Loan Plan, introduced several years 
ago, provides a similar insured educa- 
tional program at low cost for parents 
of students about to enter college, or 
who have completed their freshman 
or sophomore years. The cost of the 
insurance is at low group rates. 

Terms of the new program provide 
for the payment of interest by the 
bank on amounts paid in by the 
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parent prior to the child’s entrance 
into college at the same rate as that 
paid by the bank on its savings ac- 
counts. The bank’s charge, made only 
for money actually advanced, after 
the parent’s savings have been ex- 
hausted, is at a 334 per cent instal- 
ment loan discount rate. 

The program may be terminated by 
the parent at any time. If termination 
occurs prior to the child’s attendance 
or graduation, any unexpended ac- 
cumulation is returned, with interest. 


FPR School Opens July 9 


This summer’s two-week session of 
the School of Financial Public Rela- 
tions, sponsored by the Financial 
Public Relations Association, will 
again be held at the Chicago Campus 
of Northwestern University. Opening 
on July 9, the school will present to its 
enrollment of approximately 100 first 
and second year students seven new 
faculty members, an expanded cur- 
riculum, a revised grading plan, and a 
redesigned time schedule. 


The customary 53 hours of class 
sessions have been so arranged as to 
obviate evening classes. A new grad- 
ing system will give students a more 
detailed picture of their progress. 

The new post of Educational Ad- 
visor will be held by Daniel R. Lang, 
Dean of Northwestern’s Evening Di- 
vision, who will also teach letter 
writing. 

Listed below are the names of six 
specialists in various phases of com- 
munications and business develop- 
ment who will this year make their 
initial appearance on the school’s 
faculty, and their respective subjects: 


Reginald G. McHugh, vice presi- 
dent of Phillips Marketways, Inc., 
sales management specialists: Sales 
and Sales Management. 

Frederick J. Blake, vice president of 
the Central National Bank of Cleve- 
land: Business Development. 

G. Robert Gadberry, vice president 
and trust officer of the Fourth Na- 
tional Bank and Trust Co., Wichita: 
Community Relations. 

William V. Haney, associate pro- 
fessor of business administration at 
Northwestern University: Semantics. 

Gordon M. Malen, assistant vice 
president of the First National Bank, 
Minneapolis: Advanced Advertising. 

Doyle McKinney, of Northwestern 
University’s Speech Division: Effec- 
tive Speaking. 





Copies of the 1961 School catalogue 
are available on request from the 
Registrar, School of Financial Public 
Relations, 231 S. LaSalle St., Chicago 
4 aa. 






NABAC Elects by Mail 

Late last month the 6,000 bank 
members of NABAC, the Associa- 
tion for Bank Audit, Control and 
Operation elected by mail the follow- 
ing officers who will serve the or- 
ganization for the 1961-62 term be. 
ginning July 1, 1961. 
President: Winslow E. Pike, vice pres- 
ident and controller, First National 
Bank of Atlanta, Ga. 


First Vice President: David Cooke, vice 
president and controller, Zions First 
National Bank, Salt Lake City, Utah. 
Second Vice President: Henry J. Rohlf 
vice president, Mercantile Trust, 
Company, St. Louis, Mo. 
Treasurer: Raymond J. Coakley, 
auditor, Harris Trust & Savings 
Bank, Chicago. 


For Directors-at-Large: Harold E. 
Randall, vice president and comp- 
troller of the First National Bank of 
Boston; and M. Brad Lake, vice 
president and comptroller, Seattle- 
First National Bank, Seattle, Wash. 


District Directros Otto B. Weinert, Jr., 
vice president and comptroller, Trust 
Company of New Jersey, Jersey City; 
Kenneth B. Cable, comptroller, At- 
lantic National Bank, West Palm 
Beach, Fla.; C. Harlan Hight, comp- 
troller, Northwest Security National 
Bank, Sioux Falls, S. D.; Edward D. 
Kahoe, vice president and cashier, 
City National Bank and Trust Com- 
pany, Oklahoma City; A. Claude 
Wood, vice president and cashier, 
First National Trust and Savings 
Bank, San Diego, Calif. 


Changes at ABA 


Edgar T. Savidge and Louis J. 
Asterita, deputy managers of The 
American Bankers Association, and 
secretaries, respectively, of the asso- § 
ciation’s Agricultural and Instalment 
Credit Committees, have taken over 
staff posts formerly held by Walter 
B. French, senior deputy manager of 
the ABA, who died in February. Mr. 
Savidge has assumed the additional 
office of secretary of the State Bank 
Division, and Mr. Asterita has been 
given those of secretary of both the 
Credit Policy and the Small Business 
Credit Committee. | 
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Jr., ‘says Carl A. Bimson, President, Valley National Bank, Phoenix, Arizona, 
and President, American Bankers Association 


ei’ “‘We believe it is good for America as an economic stabilizer; it is good for the , 
D [individual and the community, and it is good for banking. 


ier, “The promotion of Savings Bonds has helped to make savers out of non-’ 
‘savers, to revitalize the American tradition of thrift, and to build savings in all 
ier, forms to record levels. 


**The American Bankers Association congratulates the Nation and the public 
‘on the 20-year success story of the U.S. Savings Bonds Program, and pledges 
its vigorous continued support.” 


and ° 
Every American should own 


U.S. Savings Bonds 
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CALENDAR OF EVENTS 


American Bankers Association 


Apr. 30-May 3—National Mortgage Conference: Shoreham Hotel, Washington, D. C. 
May 3-5—Fourth Southern Trust Conference: Heidelberg Hotel, Jackson, Miss. 
May 29-—June 2—American Institute of Banking: Olympic Hotel, Seattle, Wash. 

July 12—14—Western Regional Trust Conference: Olympic Hotel, Seattle, Wash. 
Oct. 15-18—87th Annual Convention: San Francisco 

Nov. 13-14—National Agricultural Credit Conference: The Statler Hilton, Dallas. 


State Associations 


Apr. 26-28—Alabama: Jefferson Davis Hotel, Montgomery 


May 4-5—Oklahoma: Mayo Hotel, Tulsa 

May 7-9—North Carolina: The Carolina, Pinehurst 

May 7-9—Texas: Sheraton Dallas and Statler Hilton Hotels, Dallas 
May 9-10—Tennessee: Andrew Jackson Hotel, Nashville 

May 9-11—Ohio: Deshler-Hilton Hotel, Columbus 

May 11—Delaware: Hotel du Pont, Wilmington 


May _11-—13—South Dakota: Sheraton Johnson Hotel, Rapid City. 
May  14-16—WMissouri: Hotel Muehlebach, Kansas City 

May ~15-16—lllinois: Sheraton-Jefferson Hotel, St. Louis, Mo. 
May  17-19—New Jersey: Chalfonte-Haddon Hall, Atlantic City 
May = 18-20—Alaska: Juneau 

May  18-—20—South Carolina: Francis Marion Hotel, Charleston 
May  18-20—Kansas: Wichita 

May 21-—23—California: Fairmont Hotel, San Francisco 

May 21-—24—Pennsylvania: Chalfonte-Haddon Hall, Atlantic City, N. J. 
May 22-24—Arkansas: Arlington Hotel, Hot Springs 

May 22-24—WMississippi: Buena Vista Hotel, Biloxi 

May 24-27—Massachusetts: The Equinox House, Manchester, Vt. 
May 26—-27—North Dakota: Gardner Hotel, Fargo 


June 6-7—Minnesota: St. Paul Hotel, St. Paul 

June 7-8—Indiana: French Lick-Sheraton Hotel, French Lick 
June 7—-11—D. C.: The Homestead, Hot Springs, Va. 

June 8-9—Connecticut: Equinox House, Manchester, Vt. 


June 8-10—New Mexico: La Fonda Hotel, Santa Fe 

June 8—11—Nevada: Sun Valley Lodge, Sun Valley, Idaho 

June 8—11—Utah: Sun Valley Lodge, Sun Valley, Ida. 

June 11-—13—Idaho: The Lodge, Sun Valley 

June 14-16—New York: Lake Placid Club, Lake Placid 

June 15-—17—Vermont: The Equinox House, Manchester 

June 15-17—Virginia: The Homestead, Hot Springs 

June 15-17—Wyoming;: Jackson Lake Lodge, Moran 

June 16-17—New Hampshire: Wentworth-by-the-Sea Hotel, Portsmouth 
June §18-20—Washington: Leopold Hotel, Bellingham 

June 19-21—Wisconsin: Hotel Schroeder, Milwaukee 

June 22-24—Colorado: Hotel Colorado, Glenwood Springs 

June 22-24—Michigan: Grand Hotel, Mackinac Island 

June 22-24—WMontana: Jackson Lake Lodge, Moran, Wyo. 

June 23-25—WMaine: Poland Spring House, Poland Spring 

June 25-27—Oregon: Eugene Hotel, Eugene 

July 20-22—West Virginia: The Greenbrier, White Sulphur Springs 
Sept. 24-26—Kentucky: Brown Hotel, Louisville 

Oct. 29—Nov. 1—lowa: Hotel Fort Des Moines, Des Moines 

Nov. 2-4—-Arizona: San Marcos Hotel, Chandler 


Other Associations 


Apr. 19-21—The Charge Account Bankers Assn.: Waldorf-Astoria, New York 

Apr. 21-—22—Assn. of Registered Bank Holding Companies: Chicago Club, Chicago 

Apr. 20-22—independent Bankers Assn.: Sheraton-Park Hotel, Washington, D. C. 

Apr. 29-—May 3—National Federation of Financial Analysts Societies: Richmond, Va. 

May 1-3—NABAC Northern Regional: Hotel Sheraton-Gibson, Cincinnati, Ohio 

May  15-—17—NABAC Southern Regional: Hotel Mayo, Tulsa, Okla. 

May 31-—June 3—American Safe Deposit Assn., Edgewater Beach Hotel, Chicago 

June 5-7—NABAC Western Regional: The Jack Tar Hotel, San Francisco, Calif. 

Sep. 11—13—NABAC, The Association for Bank Audit, Control and Operation: Conrad 
Hilton Hotel, Chicago. 


Oct. 9-12—National Association of Bank Women: Sheraton Hotel, Rochester, N. Y. 
Oct. 30-Nov. 2—Mortgage Bankers Association of America: Americana Hotel, Miami 
Beach, Fla. 


Nov. 12—15—Robert Morris Associates: The Diplomat Hotel, Hollywood-by-the-Sea, Fla. 
Nov. 26—-30—Financial Public Relations Association: Americana Hotel, Miami Beach 


Schools 


June 4-—17—School of Banking of the South: Louisiana State University, Baton Rouge 

July 9-22—FPRA School: Chicago Campus of Northwestern University 

July 12-24—Stonier Graduate School of Banking, Rutgers University, New Brunswick, 
N. J. 

July 16-—29—Southwestern Graduate School of Banking: So. Meth. U. in Dallas 

July 30-Aug. 12—NABAC School for Bank Auditors and Comptrollers: University of 
Wisconsin, Madison 

Aug. 6-18—School of Consumer Banking: University of Virginia, Charlottesville 

Aug. 7-25—National Trust School: Evanston Campus of Northwestern University 


NEW BOOKS, ANALYSES 





RAND McNALLY INTERNATIONAL BANK. 
ERS DIRECTORY. First 1961 Edition, 
3,250 pages. $35. Bank Publications 
Division, Rand McNally & Co., P. 
O. Box 7600, Chicago 80. Complete 
current listing of all banks in the 
U. S. and free foreign world; selected 
list of investment bankers and brok- 
ers; Federal Reserve System infor- 
mation; government banking agen- 
cies; financial associations; digest of 
banking and commercial laws; plus a 
wide range of other financial infor- 
mation. 


BANK STOCKS. Blyth & Co., Inc., 14 
Wall St., New York 5. Analysis of the 
year-end reports of a group of leading 
banks. 


BUSINESS & MONEY. Financial & Ec- 
onomic Research Department, Harris 
Trust & Savings Bank, 111 West 
Monroe St., Chicago 90. 1961 review 
and outlook. 


14 IMPORTANT RATIOS IN 72 LINES 
OF BUSINESS. Dun & Bradstreet, 
Inc., 99 Church St., New York 8. 
Comparative business operating ra- 
tios for the years 1955-59. 


GROWTH & TAXES: STEPS FOR 1961. 
$1.00. Committee for Economic De- 
velopment, 711 Fifth Ave., New York 
22. Statement on national policy. 


THE MISSILE INDUSTRY—IN DEFENSE 
& THE EXPLORATION OF _ SPACE. 
95 pages. The Martin Co., Baltimore 
3. A series of lectures before the New 
York Society of Security Analysts. 


MEXICO TODAY. 32 pages. Overseas 
Division, First National City Bank, 
Wall St., New York 15. Economic 
highlights. 


THE NATIONAL STOCK EXCHANGE. 
The National Stock Exchange, 6 
Harrison St., New York 13. Bro- 
chure outlining the background, pur- 
pose, advantages and requirements of 
this new exchange. 


CUSTOMER’ ANALYSIS. 76 _ pages. 
Available to ABA member banks at 
$3 a copy. Country Bank Operations 
Committee and Research Committee, 
The American Bankers Association, 


12 East 36 St., New York 16. Manual } 


designed for use by banks of all 
sizes to develop market research 
techniques suitable to their own com- 
munities. . 
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How a Stockholder Can Help His Bank 


1. By making the utmost practicable use 
of all the services the bank has to offer, being 
careful to conduct his affairs as a depositor or 
as a borrower in strict conformity with the 
standards set by the management for its other 
customers. 

“Nothing is so contagious as example.” 

2. By recommending to friends that they use 
his bank. 

The stockholder occupies a position of influence, both 
within the bank and in the community it serves. By 
supporting policies that assure good customer service, he 
can please old friends and make new ones by persuading 
them to do business with his bank. 

3. By promoting the idea of systematic sav- 
ing at every opportunity, beginning with his 
own family. 

There is no better way to develop within every mem 
ber of the family a sense of responsibility and ability to 
manage money than by providing each with a savings 
account and devising some means of adding to it regu- 
larly. The idea will spread 

4. By encouraging business friends to discuss 
their financial problems with him, with a view 
to determining what the bank may be able to 
do to help them. 

Knowledge of the various local businesses often dis- 
closes opportunities to make safe and profitable loans. 

5. By helping to promote the interests of 
the bank’s customers. 

Only prosperous customers can make a prosperous bank, 
and the collective efforts of the bank’s shareholders can 
make a difference in the condition of any deserving cus- 
tomer. 

6. By taking an active part in the develop- 
ment of the community's resources. 

The bank will be sure to share in all the benefits of all 
the community development that can somehow be 
achieved. 

7. By learning from the officers and directors 
of the bank the principles by which they are 
guided in the oa of its affairs, and 
particularly in the — of its depositors’ 
money, so as to be prepared at all times to deal 
intelligently with criticisms and rumors. 

There is still a lot of mystery in banking as far as the 
public is concerned, and shareholders can do much toward 
removing it. 

8. By pos a close watch on all com- 
munity deve — which are likely to re- 
quire any of the services which the bank is 
prepared to render. 

Bank shareholders are often in position to obtain plan- 
ning-stage information —_. building and other 
= which the officers of the bank could use to excel- 

t advantage. 


9. By bringing to the bank any of the busi- 
ness of firms with which he is connected and 
over which he has any measure of influence. 

Many a decision has gone to a competing institution for 
no reason other than that the shareholder's bank lacked a 
spokesman. 

10. By recommending his bank to lodges, 
clubs, churches, and other organizations of 
which he is a member. 

If his bank doesn’t have the account, there is, or 
should be, a reason. By investigating the matter, he may 
find reasonable cause for suggesting that all or part of the 
account should be transferred to his bank. 

11. By considering carefully what he might 
be able to do about bringing to his bank all or 
part of the accounts of school districts, and 
those of other municipal subdivisions. 

Fairness should be the rule in this as in all business 
solicitation efforts. It is, however, a universally recognized 
rule of conduct in competitive enterprise that honest 
persuasion and the honest use of whatever influence may 
be exercised through friends and business associates is 
entirely compatible with the highest business standards. 

12. By comparing notes with other stock- 
holders with a view to exchanging information 
which will lead to the solicitation of certain 
items of business by the one man or group of 
men most likely to succeed. 

It is important to do the best possible job of matching 
the individual shareholder with the prospect. 


13. By conferring frequently with the bank’s 
officers regarding new business opportunities 
and other ways of furthering its interests. 


This will be sure to bring about a condition of in- 
creased alertness and an attitude of constructive inquiry 
into ways and means of increasing the scope of the bank's 
servites and adding to its profits. 

14. By cultivating the feeling and attitude 
that he represents the bank in all of his business 
contacts. 

If, then, he will deliberately visit manufacturing plants 
and other substantial business enterprises and talk with 
their chief executives, he will cement existing customer 
relationships and gain new ones. 

15. By availing himself of every oppor- 
tunity to make the acquaintance of newcomers. 

While this is highly desirable for other than business 
reasons, its possibilities as a business-getting technique 
should not be overlooked. The newcomer might readily 
be found to control a considerable amount of good bank 
business. 

16. By repeatedly reminding himself that he 
has a share in the responsibility for the growth 
and efficient management of the bank. 

The responsibility is, in the last analysis, to himself. 
As part-owner of the bank, he has a very direct interest 
in its welfare and progress. 
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REPRINTS illustrated above are again available for the use of banks 
wishing to mail them with their mid-year reports and dividend 

checks. The price in lots of 200 is 2c each. Prices on larger quantities 

will be supplied: on request. 
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Recent Month Y — 1960-61 — 

RATES & U. S. GOVT. SECURITY YIELDS (FRB) — — a a on 

Federal Reserve discount rate (New York)..........ce cee eeeeeeeeceees 3.00 3.00 4.00 4.00 3.00 
IIR ecg coach eS casas 0 leis, we /are. hi 8 aid ajatend bubble bes ie 4.50 4.50 5.00 5.00 4.50 
nema Asta CIERINCAOTEIOD: 6 0.6.0 550. :4:0: 056.6010) 66 0101600 010) 4.010,0.0:0 0 0000100 518 2.28 2.50 3.03 4.60 2.13 
eRe tINR SCRICIIONY CINGOCIND) 655.6.0.0. 0.6.05 51a o'acs 010.0 6.0'0;0 Gis1s 010s, ¥15l0 0 0001616 2.47 2.69 3.18 5.10 2.33 
Demme Hs, mnmtbiat Yield ..o vnc cc cece nccccccccccccescccesvcccoces 2:32 2.52 2.84 4.68 2.05 
eae NRE RENIN UNENE 5. 6.5 /0.16,0,01 20100015 5:415:0:0-6 pie 016 -9/s 4), cine laraiwrnw.si0,6 2.48 2.68 SAF 5.15 2.35 
eR it eye Preha gik eS Sic as Ria aie SSS RIse Secale Glo asiaaes 2.75 2.83 3.27 5.21 2.49 
eA TROD Te 0 ROUND, 5 ino nino o.dis sla h0.0 ole 60s sig. 9d eeiecine oon esie 2.82 2.94 3.47 5.16 2.56 
lesues due in 3-5 years... .ccccccccccccccccccccccccccccccccccccces 3.42 3.47 4.02 5.01 3.33 
Bonds due or callable in 10 years or more. .......eeeeececccccececces 3.81 375 4.00 4.44 3.74 

COMMON STOCK PRICES (Selected SEC indexes) 
Composite of 300 stocks on the NYSE (1957—59—100)........-eeeeee 130.1 126.7 114.1 130.4 107.7 
Agricultural machinery... 2... cece c ccc ce eee eeececesecceesseesenes 118.3 121.8 LLS 123.0 953 
Automobiles. .........- Seas Tei d svais voce cca oreaier Sate ara ais: tele ieiis aie sa aeaibi aus 107.3 OUD 1066 1267 92.3 
Building materials, cement and glass. .. 1. eeeeeee eee ee ere ceeeeeecees 182-1186. THOS. IPA 96.4 
NS PEEPS OOPS EOE TEET TTT TCT TET TOT Tee eT Te T eT 107.5 106.7 113.4 128.4 92.9 
nda eee acess shee Cease hedesdeebdoedssasesreagavncssae 160.7. 155.4 133.9 163.5 1269 
Electrical equipment. . 2... ceccccccccccccccccccccssccccccecccces 101.5 98.4 130.6 142.7 96.1 
Foods and beverages. .. 2... ccccccccccccccccccccccececccsscceees 182.3 176.8 126.5 183.4 123.5 
TN A RRA RA SEERETR REDE SEES CRC RRELACHEEE OS 1069. 102:4 103:5 117% 86.8 
CMM NA (5555572415 5.001007: aie! ose jcisye.e ci blele elaine Windle! e.evewierm-ee606/eeleis 235.9 220.3 WS. 244.8 142.4 
Paper and allied products... 6... eee cece cece cree eee eeeeeveveenes 148.2 150.1 126.7. 151.8 121.6 
Petroleum refining . 2... ccccccccccccccccccccccccccvesesececseseces 100.4 97.8 88.3 100.4 79.8 
Radio, TV and communication equipment mfg... . 2... eee cece eee eees 176.3 168.8 159.0 183.1 140.4 
Nora ics oes n 6 ores sores aon ais ie So arable ow awl aa leiwei@)aie leis aie 106.7. 102.4 100.3 108.7 87.5 
RININOI oo oa 0:55:84), 0:ra ple be a Kin lordislaindin'ig. 0600 asia ae asics enioud’a's 152.7 146.8 133.1 153.2 127.1 
NN i (aru sia io 50a ovr ora wie ain AK wTSIE Cas 076 Ow: e SLOSS COE SSIS RS SPINS 107.6 1046 114.6 136.4 93.6 
NINN MRT G0 = cira aia iatb Ai ala 20a) 0/aloe oyei there Wie e's ie, 0haieie 016, 0'910 Sreieereiewiaie 108.7 107.5 107.3 125.8 91.9 
INN Se erate citar Diarateisigicigiela aisraiele Oriel arene vin pe bis O% aisle pieiere araales 2147 201.5 1332 2147 i284 
UbHOS. < <.00 Deke Death wean eth bEb ee keke wee Ree ees en dens 1596. 577 . 126% 159.6 118.4 
BANK STOCK PRICES (Merrill Lynch indexes) 

Composite (October 1941—100). . 2... cece ececcecccececesececees 429.5 423.5 3643 429.8 352.4 
New York City banks......... SLD UAhER AAACN Meh enennn ee ee 364.0 370.4 317.2 370.4 300.5 
MIRIAM MERI = ig. 0b in casa e514 ese ore aie'y a16i Wie @ oie Wien ee b.00\wiaiore.c 462.2 450.1 387.9 * 462.2 375.3 
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When collateral 
is the problem 
in approving a loan 


FIELD WAREHOUSING 
is the solution 
if inventory is 
a substantial 
asset... 


Not just the answer to retaining the line and 
customer's good will, but a sound profit-wise 
operation that meets your most exacting require- 
ments. Accurate knowledge of the inventory, its 
quality, age, dollar value and rate of move- 
ment, so necessary for this type of loan, is pro- 
vided at a glance by our exclusive new monthly 
Stock and Value Report. This concise single- 
sheet record gives a complete check of all trans- 


WAREHOUSE OF 
WEW YORK TERMINAL WAREHOUSE CO. 


PUBLIC WAREHOUSEMEN 












actions, greatly simplifying the work of the col- 
lateral department and reviewing officer. 

If collateral is the problem, let us show you 
an inventory loan service with an unmatched 
record of unimpaired bailment, that will permit 
you to extend maximum credit with minimum 
cost by relieving your bank of expensive time- 
consuming detail. 

Write or call today. 


NEW YORK TERMINAL WAREHOUSE COMPANY 


25 South William Street 
New York 4, New York 


OPERATING OFFICES IN PRINCIPAL CITIES 


waa abd Sivis Ts aaies.  tl is hic aiatnn 





Your nearby National representative will appreciate the opportunity 
to discuss the many advantages of mechanized teller control with you. 


Call him NOW...it could be one of your most opportune calls TODAY! 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES ¢ 77 YEARS OF HELPING BUSINESS SAVE MONEY 


Designed for compactness, 

speed, control and economy... 
NATIONAL’S NEW 51EL 
TELLER’S MACHINE 

enables all banks to speed their 
operations at the teller’s window. 


Teller’s cash-in and cash-out totals 
facilitate daily final balancing 
Deposit item counter 

enforces accountability 

to proof department 
Sequence-control 

insures identical validation of 
deposit slip and depositor’s receipt 
Automatically printed 

consecutive number 

facilitates audit 


Lock-protected date 

for better control 

Machine lock 

individualizes teller responsibility 
Continuous journal 

provides record of daily activity 
Simplified form insertion 

provides easy alignment 

for fast service 


Accumulated totals 
and machine features lock-protected 
to insure control 








